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CHAPTER 1 - MAYOR'S FOREWORD AND EXECUTIVE SUMMARY 


|C0MP0NENT A: MAYOR'S FOREWORD 

It is great pleasure to present the 2014/15 Annual Report for Nkonkobe Local Municipality. This is the 
final annual report for the current Council of Nkonkobe Local Municipality. As a municipality, we continue 
to demonstrate a tireless commitment to making a difference in the lives of ordinary people; furthermore, 
we have also shown continuous progress over the past year with regard to reaching the set annual 
targets and building on a strong and effective administration. 

As we enter the final year of our term of office as this council, we are reminded of the fact that, at the 
beginning of the current term this council was alerted to the need to surmount the triple challenges such 
as poverty, unemployment and inequality. It is important to note that ‘development is not an event but a 
process' which requires multiple resources and effective leadership. There is a dire need to position the 
institution to address these challenges into key drivers of our service delivery programme e.g. Expanded 
Public Works Programme, Technical Unit, LED initiatives seek to address these challenges. We can 
also reflect back with pride on what has been achieved in this financial year and the past 4 years. 

It is always a daunting task to provide complete account on the responsibilities conferred upon us by the 
electorate. Most significantly, we do so being quite conscious of the fact that the general public deserves 
its rightful place at the pinnacle or apex of the "accountability chain". 

The format and content of this Annual Report is largely prescribed by section 46 of the Local 
Government: Municipal Systems Act 2000 {Act 32 of 2000) and sections 121 and 127 (2) of the Local 
Government: Municipal Finance Management Act 2003 {Act 56 of 2003). Both pieces of legislation 
compel the municipality to prepare an Annual Report for each financial year and the Mayor to table such 
a report in Council within seven months after the end of each financial year. 

In presenting this Annual Report, the municipality sets out the performance highlights and financial 
management for the 2014/15 financial year. Furthermore, this report is the culmination of the 
implementation of the Councils adopted Integrated Development Plan, Budget, and Service Delivery and 
Budget Implementation Plan. In essence, this report is an account of Nkonkobe Municipality’s 
achievements in the year under review, and as with any rigorous instrument it also assists in identifying 
our successes and shortcomings. This report is therefore intended to attest to the collective efforts of the 
administrative and political arms of the municipality to progressively address the expectations of our 
communities. 
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municipality hasn't regressed in contrast to the last two financial years. Measures are in the process of 
being implemented to address matters raised by the Auditor General of South Africa (AGSA). The 
Executive Committee will collectively continue to monitor and hold the administration accountable for 
commitments made to communities, and the implementation of corrective measures to address findings 
raised by the AGSA. 

In realising our mission, as a municipality, we recognise the need to foster partnership across all 
spheres of government, also with institutions of higher learning within our municipal area, and also to 
nurture our partnership with our stakeholders and communities so as to remain relevant and accessible 
to our stakeholders, The work we are doing to transform the municipality spatially and economically also 
requires commitment to the citizens of Nkonkobe, that they are not inert observers or passive recipients 
of government services but rather active partners in shaping future of the municipal area. 

During the year under review, the Municipal Demarcation Board has since recommended the 
redetermination of Nkonkobe Local Municipality and that of Nxuba Local Municipality. This 
redetermination was invoked by proposals that the Board received from Minister of Cooperative 
Governance and Traditional Affairs, Mr. Pravin Gordan (in terms of section 22 (2) of the Municipal 
Demarcation, Act 27 of 1998) requesting the Board to consider re-configuration of boundaries of certain 
municipalities before 2016 local government' Elections. This redetermination affected Nkonkobe Local 
Municipality, as it is proposed that it should merge with Nxuba Local Municipality. The municipal Council 
and Nkonkobe inhabitants accept this process and are geared up for the merge. Furthermore, the 
municipality will continue to support the merger process till its finalisation. 

In conclusion, there's no doubt that this will be a useful document for Councillors, Staff, Stakeholders, 
and more importantly, community at large, as we strive to continuously improve our services to the 
people of Nkonkobe. 

On behalf of the municipality council, we would like to take this opportunity to thank all the councillors 
who worked shoulder to shoulder with the administrators to ensure that we [all] live up to the 
expectations of our broader community. We quite certain that even after the current Council has vacated 
office this institution will continue to build on the reputation established, of a distinctive municipality for 
high quality, adherence to policy and legislation and most of all total commitment to the community that 
we serve. 



MAYOR 
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CO M PON ENT B: EXEC^ 


1.1. MUNICIPAL MANAGER’S OVERVIEW 

This annual report is regulated by section 46, of the Local Government: Municipal Systems Act 2000 
(Act 32 of 2000) - as amended, and section 121 of the Local Government: Municipal Finance 
Management Act 2003 (Act 56 of 2003). 

Section 46 (1) of the Local Government: Municipal Systems Act dictates that "A municipality must 
prepare for each financial year a performance report reflecting - 

• The performance of the municipality and of each external sen/ice provider during the financial 
year; 

• A comparison of the performances referred to in paragraph (a) with targets set for and 
performances in the previous financial year; and 

• Measure taken to improve performance. 

(2) An annual performance report must form part of the municipality's annual report in terms of 
Chapter 12 of the Local Government: Municipal Finance Management Act (MFMA) 2003 (Act56 
of2003y 

Section 121 of the MFMA states that: 

(1) Every municipality and every municipal entity must for each financial year prepare an annual 
report in accordance with this chapter. The council of a municipality must within nine months 
after the end of a financial year deal with the annual report of the municipality and of any 
municipal entity under the municipality’s sole or shared control in accordance with section 129. 

(2) The purpose of annual report is- 

• To provide a record of the activities of the municipality or municipal entity during the 
financial year to which the report relates; 

• To provide a report on performance against the budget of the municipality or municipal 
entity for that financial year; and 

• To promote accountability to the local community for the decisions made throughout the 
year by the municipality and municipal entity. 
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Subsections (3) and (4) continue to prescribe the contents of the annual reports for both the municipality 
and municipal entities. During the oversight process, to which the draft and final Annual Report will be 
subjected, compliance with these legislative requirements will be analysed. 

Nkonkobe Local Municipality is a Category B municipality and its powers and functions are assigned to it 
in terms of section 1 55 and 1 56 of the Constitution of the Republic of South Africa, 1 996, and of the local 
government matters referred to in Parts B of Schedules 4 and 5. Chapter 3 of the Local Government; 
Municipal Systems Act 2000 (Act 32 of 2000), and its Regulations, also describe the powers and 
functions of municipalities. The executive and legislative authority of a municipality is described, as well 
as, the development and implementation of by-laws to give effect to its policies and to support its 
strategies. 

The municipality has continued to maintain the effective operation of the following areas; 

• the 2014/15 IDP and budget implementation processes was adopted within the prescribed 
timelines, 

• the SDBIP was developed to integrate the IDP and the budget and to ensure effective 
implementation of the institutional programmes and strategies, 

• performance agreements were also developed, signed and approved by Mayor as required by 
the Municipal Planning and Performance Regulations, 2001 and 2006, 

• Quarterly performance reports with supporting evidence were prepared by managers directly 
reporting to the Municipal Manager. 

• Annual Financial Statements and Annual Performance Report were submitted to Office of the 
Auditor General within the prescribed timelines. 

• Nkonkobe Economic Development Agency performed quite well in the financial year that is 
under review, with the implementation of their key projects such as i.e. Block yard and 
Mechanisation Unit and a number of projects on the pipeline such as, Service Seta and 
Construction of Skills Development Centre in Alice. 


O 


O 


The roads rehabilitation and upgrades continues to form the backbone of infrastructural revitalisation. 
Some work in the current financial year has been done, both in urban and rural strip. We are however 
mind ful that in spite of o ur deter mination, factors beyond our control continues to frustrate our efforts to 
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ensure a decent road network system to all in our communities. The same can also be attributed to the 
electrification programme of the municipality. 


Inspite of all, a solid institutional platform has been built on which to enhance service delivery priorities. 
As a municipality, we have improved the level of public participation in municipal governance, and we 
continue to strive to improve our customer service delivery standards. 

Lastly, I would like to sincerely express gratitude to His Worship (Mayor A. Ntsangani), and his 
Executive Committee and other Councillors for their visionary leadership they have provided to Council 
in the past year. I would also like to extend words of appreciation to Senior Management Team who has 


led their departments in a manner which ensures that we realise our mission of Nkonkobe Municipality. 
Sincere regards to our major stakeholders, ward committees and members of the community who, as 
envisaged by our Constityiion, continue to play their role in the affairs of our municipality. 
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1.2. MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL 
OVERVIEW 

Nkonkobe Municipality was established in 2000 and is made of now disestablished Transitional Local 
Councils of Alice, Middledrift, Fort Beaufort, Hogsback and Seymour/Balfour. Alice is a legislative seat 
and Fort Beaufort is the administrative seat, the latter is situated about 140km North West of East 
London on the R63 and is approximately 200km North East of Port Elizabeth. The municipality is the 
second largest local municipality covering 3 725 km 2 , and constituting 16% of the surface area of the 
Amatole District Municipality. Nkonkobe municipality is a countryside municipality that sits on the foot of 
the ever imposing and majestic mountain range of the Winterberg (Intaba ze Nkonkobe). The municipal 
head-offices are located in Fort Beaufort (as already indicated above) and the council meetings and 
other standing committee meetings are convened at Alice. The municipality has the following 
administrative - Middledrift, Hogsback, Alice, and Seymour. 


O 



O 


The Nkonkobe Municipality is situated along the southern slopes of the Winterberg Mountain range and 
escarpment, and is within the greater Amathole District Municipality in the Province of the Eastern Cape. 
The municipal area covers approximately 3 725 km2, with major towns being Alice, Fort Beaufort and 
Middledrift. Smaller settlements include Hogsback, Seymour, Balfour, Blinkwater and Debenek. 
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Main access corridors are the R63 from King Williams Town through Alice and Fort Beaufort towards 
Adelaide and Bedford and the R67 from Grahamstown through Fort Beaufort, Blinkwater, Seymour 
towards Queenstown. Nkonkobe is comprised of 21 wards with a population of approximately 127 115 of 
which the majority (72%) resides in rural villages and farms. Urbanisation is concentrated in Alice and 
Fort Beaufort. The municipal area includes parts of the former Ciskei homeland and Cape Provincial 
Administration (CPA) areas, which means that it has a history of land expropriation and disposition in 
many parts due to the consolidation of land to create Ciskei in the 1960s. A distinct land tenure and land 
use system prevails with two distinctly different systems in the former Ciskei homeland and Cape 
Province areas. 


Nkonkobe is a rural municipality and the economy is largely driven by the agricultural sector, which 
includes citrus, forestry and crop production. The citrus industry is one of the municipality’s largest 
employers. Forest plantations and timber processing are also undertaken in the area. Nkonkobe Local 
Municipality is well-known for its rich heritage and culture. The historic education institutions of 
Healdtown, Lovedale College, Victoria Hospital and the University of Fort Hare - are important heritage 
sites in Nkonkobe but as yet are underutilised as tourism or cultural sites. The tourism sector remains 
largely unsupported and underexploited in a municipality with iconic natural resources in the form of the 
Amathole Mountains and national significant heritage sites. Some of the major challenges facing 
Nkonkobe LM include infrastructure challenges and high levels of unemployment and poverty. 



Population Details 

PoDulation: 127 115 

Age 


2012/2013 

i 2013/2014 

2014/2015 1 

Male 

Female 

Total 

Male 

Female 

Total 

Male 

Female 

Total 

Age: 0-4 

6891 

6720 

13611 

6843 

6673 

13516 

6795 

6627 

13422 

Age: 5-9 

6329 

6143 

12472 

6285 

6100 

12385 

6241 

6058 

12299 

Age: 10 -19 

12252 

10795 

23047 

12167 

10720 

22886 

12082 

10645 

22727 

Age: 20-29 

11121 

10646 

21767 

11043 

10572 

21615 

10966 

10498 

21464 

Age: 30 - 39 

6578 

7075 

13653 

6532 

7026 

13558 

6487 

6977 

13463 

Age: 40 - 49 

6201 

7776 

13977 

6158 

7722 

13880 

6115 

7668 

13783 

Age: 50 -59 

5355 

6915 

12270 

5318 

6867 

12184 

5281 

6819 

12099 

Age: 60 - 69 

3567 

4795 

8362 

3542 

4762 

8304 

3517 

4728 

8246 

Age: 70+ 

2840 

5118 

7958 

2820 

5082 

7902 

2801 

5047 

7847 
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Households 


CO 

1 150 


5 100 



I Number of households in 
municipal area 

\ Number of poor households in 
municipal area 


Year -2 


Year -I 


Year 0 


2013/2014 


Settlement Type 

Administrative Areas 

Alice 

Fori Beaufort 

Seymour/ Balfour 

Middledrift 

Hogsback 


T 1.2.: 



Socio Economic Status 

Housing 
Backlog as 
proportion 
of current 
demand 

Unemployment Rate 

i 

Proportion of 
Households with 
no Income 

Proportion of 
Population in 
Low-skilled 
Employment 

HIV/AIDS 

Prevalence 

Illiterate 
people 
older than 
14 years 

21% 

47% 

19% 

91% 

20% 

12% 


Overview of Neighbourhoods within Nkonkobe Local Municipals 
I Households J Population 



47788 

32797 

15798 

25756 

4976 

127115 


Major Natural Resource 

Fresh Water Systems 

Biodiversity and Natural Forest 

National Heritage Sites 


Natural Resources 

Relevance to Community 

Marriculture and Aquaculture ~ 

Land based projects and environmental projects 

_ recreation and tourism, research, education and cultural values 
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Socio Economic Status 


1-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 

0-Jan-00 



Housing Unemployment Proportion of Proportion of HIV/AIDS Illiterate people 

8acklog as Rate Households Population in Prevalence older than 14 

proportion of with no Income Low-skilled years 

curren t Employment 

demand 


» 201 1/201 2 
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1.3. SERVICE DELIVERY OVERVIEW 

In terms of the powers and functions that are granted to municipalities in terms of Schedule 4 and 5 {part 
A and B) of the Constitution of the Republic of South Africa, Nkonkobe Local Municipality performs the 
following functions as embedded in the Constitution: 

• Road Traffic Regulations; 

• Vehicle Licensing; 

• Municipal planning; 

• Local tourism; 

• Stormwater management systems; 

• Abattoirs; 

• Cemeteries; 
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• Cleansing; 

• Municipal Roads; 

• Electricity; 

• Municipal Parks and Recreations; 

• Street Lighting; 

• Public Spaces; and 

• Refuse removal, refuse dumps and solid waste etc. 

Basic Service Delivery and Infrastructure development is one of the cornerstones for development and 
service delivery, as such, the municipality has invested in infrastructural development and to ensure that 
basic services are accessible by everyone within the municipal area. Although, water and sanitation is a 
function of the district municipality, Nkonkobe municipality is responsible for Electricity (in Fort Beaufort), 
Roads and Stormwater management, and waste management. Also the municipality has made strides 
by increasing access to basic services considerably over the past 10 years. 

The percentage of households using electricity for lighting is 100% in Nkonkobe area of supply but this 
figure is expected to be reversed due to expected development of new houses in Nkonkobe area of 
supply. The implementation of the Integrated National Electrification Programme through the provision of 
capital subsidies to electricity distributors (Eskom and Municipalities) as well as non-grid service 
providers licensed by the National Electricity Regulator of South Africa, in order to address the 
electrification of occupied residential dwellings that are situated in rural and urban areas in the 
furtherance of electrification in historically under supplied areas with emphasis, “backlog with a rural 
backlogs”, such as the 300 connections to be completed in the Dorishoek and Philipton project. 

However, challenges are still the same, relating to the following; 

• Poor performance by some of the Professional Service Providers (PSP) 

• A large number of projects being done In-House with limited resources. 

• Land issues during implementation of Infrastructure projects. 

• Delays caused by ESKOM in connecting complete schemes. 
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COMMENT ON ACCESS TO BASIC SERVICES: “ 

The existing MV lines were constructed approximately 60 years ago and have exceeded its expected 
useful life span by 15 years, the malfunctioning of certain elements and the electrical equipment such as 
poles, surge arrestors, auto-reclosers, and the conductors are causing unreasonable downtime and loss 
of income. The replacement of ageing and unsafe switchgear at the substations and mini-subs is critical 
condition and needs to be addressed urgently. It is further believed that the current status of the MV 
network of the Municipality contains a huge safety risk for the local communities, for not attention to the 
identified problems may result in tragic outcomes and result inconsistent supply of electricity to 
consumers. 


Proportion of households with access to basic 



— A— Sanitation - Households with at leats VIP service ■ Waste collection - kerbside collection once a week 


1.4. FINANCIAL HEALTH OVERVIEW 



Financial Overview: 2014/2015 

Details 

Original budget 

Adjustment Budget 

Actual 

Income: 




Grants 

150,460,500 

159,767,500 

145,196,303 

Taxes, Levies and tariffs 

— 
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] COMMENT ON CAPITAL EXPENDITURE: 

Expenditure increased by 4% compared to the prior year actual. Spending on Capital budget was 84% 
compared to final budget. MIG spending was 96.1 1 % compared to MIG allocation. 

‘ l 1 1-5. ORGANISATIONAL DEVELOPMENT OVERVIEW ~ 

Organisational development entails engrossing the human capital of the municipality through skills 

| development, occupational health and safety, sound employee relations and employee wellness issues. 

I Development of skills is thus a compliance matter in terms of the Skills Development Act which requires 
employers to budget, plan for (through Workplace Skills Plan) and train employees in sector related 
skills. Municipalities implement training through assistance from LGSETA funding for local government 
scarce and critical skills. In ensuring health, safety and general wellbeing of employees, the Council 
provides personal protective clothing for employees performing jobs that require such. Furthermore, the 
municipality has an employee wellness programme to help employees with varying problems to cope 
with their difficult circumstances so that they do not have an impact on the performance levels of 
employees and in turn the municipality. 



1.6. AUDITOR GENERAL REPORT 

Nkonkobe Local Municipality received a qualified audit opinion from the Auditor-General. It is the third 
year in a row that the municipality has had no neither regressed nor ascended to an unqualified audit 
opinion. Audit action plan that will address key issues that have been raised by the Auditor General and 
regular monitoring thereof, is done by the management, Executive Committee, Audit Committee and 
Municipal Public Accounts Committee and Council. This stringent monitoring process will ensure that the 
municipality gravitates into a better audit opinion. 


1.7 

STATUTORY ANNUAL REPORT PROCESS 

— 

No. 

Activity 

Timeframe 

1 

Consideration of next financial year's Budget and IDP process plan. Except for the legislative content, the process 
plan should confirm in-year reporting formats to ensure that reporting and monitoring feeds seamlessly into the 
Annual Report process at the end of the Budget/IDP implementation period 


2 

Implementation and monitoring of approved Budget and IDP commences (In-year financial reporting). 

July 

3 

Finalise the 4th quarter Report for previous financial year 

4 

Submit draft year 0 Annual Report to Internal Audit and Auditor-General 


5 

Municipal entities submit draft annual reports to MM 
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6 

Audit/Performance committee considers draft Annual Report of municipality and entities (where relevant) 

August 

8 

Mayor tables the unaudited Annual Report 

9 

Municipality submits draft Annual Report including consolidated annual financial statements and performance 
report to Auditor General 

10 

Annual Performance Report as submitted to Auditor General to be provided as input to the IDP Analysis Phase 

11 

Auditor General audits Annual Report including consolidated Annual Financial Statements and Performance data 

September 

October 

12 

Municipalities receive and start to address the Auditor General’s comments 

November 

13 

Mayor tables Annual Report and audited Financial Statements to Council complete with the Auditor- General’s 
Report 

14 

Audited Annual Report is made public and representation is invited 

15 

Oversight Committee assesses Annual Report 

16 

Council adopts Oversight report 

December 

17 

Oversight report is made public 

18 

Oversight report is submitted to relevant provincial councils 

19 

Commencement of draft Budget/ IDP finalisation for next financial year. Annual Report and Oversight Reports to 
be used as input 

January 


o 
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CHAPTER 2 - GOVERNANCE 



COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 

One of the key principles of good governance is the establishment of ethical leadership within an 

institution. In a municipal setting this translates into: 

• The need to clearly define the roles and responsibilities of the leadership and individual leaders 
in a municipality; 

• The embedding within the leadership of an ethical cultural base on the vision and values of the 
institution and constitutional principles, both to guide and to measure against, the actions of 
leaders; and 

• The entrenchment of the principle of holding leaders accountable for their actions 


1 2. 1 POLITICAL GOVERNANCE 

The principal-ship of Nkonkobe Municipality lies with Council, which operates a number of committees. 
Nkonkobe Local Municipality has a collective executive system which allows for the exercise of 
executive authority through an executive committee in which the executive leadership of the municipality 
is collectively vested. The Committees listed below are established in terms of Sections 79 and 80 of 
Local Government Municipal Structures Act (Act no 117 of 1998). Listed below are the committees that 
assist Council in carrying out its Political responsibilities: 

1 . Executive Committee 

2. Rules Committee 

3. Remuneration Committee 

4. Audit Committee and Performance Audit Committee 

5. Advisory Committee 

6. Municipal Public Accounts Committee 

7. Womens Caucus 

8. Whips Committee 

Oversight Committees 

• Audit Committee; 

• Audit Performance Committee; and 

• Municipal Public Accounts Committee 
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Standing Committees: 

The Municipality has five (5) Section 80 committees referred to as Standing Committees which are 
chaired by portfolio heads who also serve as executive committee members. The Portfolio Heads forms 
part of the Municipal Executive Committee which is chaired by the Mayor. The main function of the 
standing committees is to consider matters relevant to their departments and make recommendations to 
the Executive Committee, thereafter the Executive Committee recommends to Council. Furthermore, 
they exercise oversight role over the performance of their departments. In accordance with this provision 
the municipality has established the following Standing Committees: 

• Engineering Services; 

• Corporate Services; 

• Strategic Planning and Local Economic Development; 

• Budget & Treasury; and 

• Sports, Arts and Culture. 
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Councillors: 

Nkonkobe Local Municipality had 41 Councillors during the period under review with 20 of them being 
Proportional representative Councillors and the remainder are Ward Councillors. The Council adopted a 
schedule of meetings which provided for meetings of council to be held four times a year, except where 
circumstances require the convening of a special meeting of council. 

The council consists of 41 councillors of which the composition is as follows: 

• 35 AFRICAN NATIONAL CONGRESS COUNCILLORS 

• 02 CONGRESS OF THE PEOPLE COUNCILLORS 

• 02 DEMOCRATIC ALLIANCE COUNCILLORS 

• 01 PAN AFRICAN CONGRESS COUNCILLOR 

• 01 INDEPENDENT COUNCILLOR 

Lastly the Council also received a Government gazette appointing 6 traditional leaders to participate in 
the municipality in line with the provisions of section 83 of the Local Government Municipal Structures 
Act 1998 (Act 117 of 1998) as amended, read with the Traditional Leadership and Governance 
Framework Act 2003 (Act 13 of 2003). The traditional leaders participate in all the committees of Council 
except the Executive Committee. 

Political Decision-Taking 

Standing Committees sit monthly to discuss issues pertaining to their respective departments and make 
recommendations to Executive Committee. Executive Committee meeting is then convened to discuss 
reports and recommendations submitted by Portfolio Heads and agree on the matters to be referred to 
Council. 

Troika, which consists of Speaker, Chief Whip and Mayor, convenes a meeting prior to the sitting of 
each Council meeting to discuss all issues to be tabled in the Council. The Municipal Manager also 
attends the Troika meetings to provide guidance and advice, Council sits quarterly and makes decisions 





on all matters pertaining to community development and service delivery. Council resolutions are taken 
on the basis of reports and recommendations made by the Committees. 

Reports submitted in Council are classified into 

• Reports for noting and for information- these are reports on matters in which the Mayors or the 
Accounting Officer has taken a decision in line with his legislated and or delegated functions. 

• Reports for approval- These are reports on mattes that may not be delegated as stipulated in 
section 160(2) of the Constitution of the Republic of South Africa, 1996. 


2.2 ADMINISTRATIVE GOVERNANCE ~~ 

The Municipal Manager is the head of administration and is the accounting officer as described under 
section 55 of the Municipal Systems Act 2000 (Act 32 of 2000) as amended. As the head of 
administration the Municipal Manager is charged with specific responsibilities. Functions of the Municipal 
Manager include: 

• The management of the Municipality; 

• The rendering of Nkonkobe Municipality's administrative Services to the Municipality; 

• The rendering of Financial Services to the Municipality; 

• The rendering of Corporate Services to the Municipality; 

• The rendering of Engineering Services; 

• The rendering of support to the Office of the Mayor. 

• The rendering of support to the Office of the Speaker 


Of the functions identified five (5) departments were established to perform the functions, these being: 

• Municipal Manager's Office 

• Department of Corporate Services 

• Budget and Treasury Office 

• Department of Strategic Planning and Local Economic Development; and 

• Department of Engineering Service 
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TOPADMINISTCATIVE structure TIER 1 

Acting Municipal Manager 
Mr Lusanda Menze 





Senior Manager: Corporate Services 
Mrs Ncumisa Kanyisa Fololo 



Senior Manager: Engineering 
MrZwelethemba Hubert Nkosinkulu 


Chief Finance Officer 
Mrs Busisiwe Lubelwane 


Senior Manager: Strategic Planning and Local Economic Development 
Mr Lusanda Menze 


NKONKOBE Municipality Final Annual Report | C HAPTER 2 - GOVERNANCE 25 


CO-OPERATIVE GOVERNANCE AND INTERGOVERNMENTAL RELATIONS 
Section 41 of the Constitution of the Republic of South Africa states that, structures have to be 
established to coordinate Intergovernmental Relations within and across the spheres of government. In 
view of the above, the three instrumental pieces of legislations governing operations of local 
government, namely, Municipal Finance Management Act 2003 (Act 56 of 2003), Municipal Systems Act 
2000 (Act 32 of 2000) and Municipal Systems Act 1998 (Act 117 of 1998) provide for legal co-operation 
governance to take course, and also emphasising the monitoring and supporting role that the national 
and provincial government should play in the affairs of local government. 

At a local level, Nkonkobe Municipality is at the forefront of policy direction and provides sector 
departments, civil society and various stakeholders with the opportunity to exercise interaction, co- 
operation and communication guided by the IGR Framework Act to vertically and horizontally plan and 
work closely with one another in order to realise integrated service delivery; avoiding unnecessary and 
wasteful duplication or jurisdictional contests. 

The municipality's role is to enhance integrated development and to consider various priority programs 
and projects in the area, and further partner with other organs of state, civil society and business sector. 
Developmental projects would include the following: 

• Local Economic Development 

• Special Programmes 

• Sports Development 

273 INTERGOVERNMENTAL RELATIONS 

National Intergovernmental Structures 

It is difficult to measure the participation of Nkonkobe Local Municipality in the national IGR structures 
because of the way they are structured. Both in the Presidents Coordinating Council and the Minmecs, 
representation of local government is by design of South African Local Government Association 
(SALGA), the organisations that represent local government. Therefore it is clear that there is no direct 
participation by the municipality in these structures. 
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PROVINCIAL INTERGOVERNMENTAL STRUCTURE 

The municipal manager seats in the provincial structure called the Ministers and Members of Executive 
Council meeting (MuNIMEC). This is where all Ministers, MECs, Municipal Managers, Mayors and 
Heads of Departments sit. 



RELATIONSHIPS WITH MUNICIPAL ENTITITIESS 

The municipality has established one entity, known as, Nkonkobe Economic Development Agency 
(NEDA). The Agency was established in 2002, with the sole purpose of transforming the local economy, 
and also focuses more on catalytic projects, whilst the LED Unit of the municipality implements small 
impact projects. The municipality and its entity enjoy a solid rapport and the agency does report to the 
municipality in line with the prescribed timelines. NEDA, strides towards achieving economic 
development and unlocking opportunities in Agriculture value chains as evidently presented through its 
projects, namely: 

• Mechanisation Unit 

• Nkonkobe Block yard; and 

• Alice Regeneration, to name but a few. 



DISTRICT INTERGOVERNMENTAL STRUCTURES 

There is a district communicator's forum which convenes on a quarterly basis. This forum looks at the 
integration of government programmes at a district and local level, messaging and media packaging, 
media bulk buying and key messengers. Furthermore, there is also an IGR structure at district level, 
where the municipality is represented by the Municipal Manager and Communication Manager as the 
IGR practitioner of the institution. 


I The benefits for the municipality (from both these structures) include synergy in program planning, 

| media exposure and publicity received from the Amathole District Municipality newsletter, which is 

| distributed in all seven local municipalities in the Amathole region. Another benefit is in the alignment of 

i strategies with government priorities at national, provincial and at district level. Apart from the two 

structures, there is also District Planning and Coordinating Forum which focuses on aligning the IDP of 
I local municipality t o that of the District Mu ni cipality and monitors a dherence of municipalities to their 
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Annual Report Road show 

19/02/2015 

41 

r 32 

100 

Yes 

Immediately 

Annual Report Road show 

20/02/2015 

36 

32 

120 

Yes 

Immediately 

Annual Report Road show 

02/03/2015 

40 

32 

120 

Yes 

Immediately 

Heritage Tournament 

24/09/2015 

27/09/2015 

36 

15 

+-500 


National Sports 

Event 

Mayors Cup 

6- 

22/11/204 

12 

9 

2970 

Yes 

2/12/2014 

Ward Championships 

28/02/2015 

7 

12 

2190 

Yes 

10/04/2015 

Miss Nkonkobe 

06/12/2014 

15 

12 

200 

Yes 

Event 

Community Builder of the 
Year 

05/12/2015 

41 

22 

140 

Yes 


Christmas in July 

24/07/2014 

26/07/2014 

20 

35 

+1000 

Yes 


Cooperative Indaba 







Back to school campaign 

12/03/2015 

36 

7 

63 

Yes 


Cultural week 

22/09/2015 

24/09/2015 

38 

35 

500 

Yes 


World AIDS Day 

03/12/2014 

41 

4 

40 

Yes 


Disability Day 

27/03/2015 

15 

4 

100 

Yes 


Older Person Golden 

Games 

29/10/2015 

3 

4 

200 

Yes 


Womens day 

20/08/2014 

18 

7 

300 

Yes 

Immediately 

Condom Week 

17/02/2015 

19/02/2015 

3 

5 

300 

Yes 


Youth day 

24/06/2015 

21 

20 

600 

Yes 

Immediately 

Mandela Day 

28/07/2014 

35 

44 

300 

Yes 

National Event 


COMMENT ON THE EFFECTIVENESS OF THE PUBLIC MEETINGS HELD: 
Citizen participation continues to capture centre-stage position in many policies of nation-state and 
international development agencies. Community or citizen participation means the involvement of 
citizens in a wide range of administrative policy-making activities; including the determination of levels of 
service; budget priorities and the acceptability of physical construction projects in order to orient 
government programmes toward community needs; build public .support and encourage a sense of 
cohesiveness within society. It is in this spirit that Nkonkobe Local Municipality embarks on Public 
participation to fulfil the following: 

1 . To provide information to citizens; 

2. To get information from the citizens; 

3. To improve public decisions, programmes, projects and services; 
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| process plans, as well as, District Framework Plans, Nkonkobe Local Municipality plays a pivotal role in 

| these forums together with other municipalities within the district. 

j \2A PUBLIC MEETINGS ~~ ~~ 

| The municipality consistently engages the community on a number of forums, wherein municipal 


I 


planning programmes are being conceptualised. All these meetings are accessible to all members of the 
public and they do engage the political office bearers of the municipality. Example of these meetings is: 
IDP/Budget Representative Forums, IDP/Budget Roadshow, Annual Report Roadshow, and 


I Environmental Waste Management Campaigns and during ward committee meetings (to name but a 
| few). Some of these meetings are convened on quarterly basis, and they do contribute in ensuring that 

I there is a constant interaction between community members and their elected leaders. During the year 
under review, all the meetings were held successfully, and community inputs were taken into 
consideration during the municipal planning programmes. 


WARD COMMITTEES 

Municipal Structures Act No. 117 of 1998 provides for ward committees to be set up with the primary 
function to be a formal communication channel between the community and municipal council. 
Nkonkobe municipality has ward committees in each ward with 10 members in each and totalling to 210 
ward committee members in the Nkonkobe jurisdiction. They act as advisory committees which make 
recommendations on matters affecting their wards. Ward Committee are always invited to participate in 


municipal activities during the development and review of the iDP, Budget and the Annual Report road 
shows as required in terms of the Municipal Systems Act No. 32 of 2000 as amended. 


| Public Meetings I 

j Nature and purpose of 

j meeting 

Date of 
events 

Number of 
Participating 
Municipal 
Councillors 

Number of 
Participating 
Municipal 
Administrators 

Number of 
Community 
members 
attending 

Issue 

addressed 

(Yes/No) 

Dates and manner 
of feedback given 
to community 

IDP Representative Forum 

11/08/2014 

25 

32 

120 

Yes 

17/11/2015 

I IDP Representative Forum 

17/11/2014 

36 

32 

152 

Yes 

20/03/2015 

IDP Representative Forum 

20/03/2015 

30 

32 

98 

Yes 

18/05/2015 

i IDP Representative Forum 

18/05/2015 

39 

32 

124 

Yes 

29/08/2015 

; IDP/ Budget Roadshows 

22/04/2015 

29/04/2015 

41 

32 

100 

Yes 

Immediately 







4. To enhance acceptance of public decisions, programmes, projects and services; 

5. To assess the situation in localities and react accordingly; 

6. To identify red zones that need immediate attention; 

7. To continue profiling the municipality by launching and handing over all major projects. 

8. To coordinate all public participation activities in the institution 

9. To promote social cohesion within municipal jurisdiction through Sport, Arts and Culture 


2.5 IDP PARTICIPATION AND ALIGNMENT 

IDP Participation and Alignment Criteria* 

Yes/No 

Does the municipality have impact, outcome, input, output indicators? 

Y 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Y 

Does the IDP have multi-year targets? 

Y 

Are the above aligned and can they calculate into a score? 

Y 

Does the budget align directly to the KPJs in the strategic plan? 

Y 

Do the IDP KPIs align to the Section 57 Managers 

Y 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Y 

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes 

Y 

Were the indicators communicated to the public? 

1 Y 

Were the four quarter aligned reports submitted within stipulated time frames? 

Y 


2.6 RISK MANAGEMENT 

The drive for local government transformation with limited resources has inclined to force municipalities 
into taking a less conservative approach to service delivery with a proportional increase in their risk 
exposure. On-going local government reforms have provided a broad administrative framework for 
further improvements to occur. These include more stringent corporate governance requirements, 
greater flexibility and a focus on results and accountability. In this general environment of continual 
change and limited resources, the management of risk has become a critical issue. The top tier of 
leadership thus needs to know about possible outcomes and take steps to control their possible impact. 

Risk management is already widely recognised as an integral part of good management practice. To 
improve effectiveness risk management should also become part of a municipality’s culture, by being 
integrated into its philosophy, practices and Integrated Development Plan rather than viewed or 
practiced as a separate program. Risk should be viewed as a performer rather than an assessment or 
evaluation tool. 
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Risk management trends and components already overlap with those of internal auditing, performance 
management, programme and project management, financial management, change management, 
customer care, communication, etc. and require incremental inclusion in current and future plans of the 
entire organisation. When this is achieved, risk management will become the business of everyone in 
the organisation. The management of risk by implication is a managerial function, even so individual 
sections, departments and directorates differ in their exposure and reaction to risks and thus 
departments, sections and individuals form a vital part of the overall risk management process within the 
municipality. 

Sections 62 (1) (c) (i) and 95(c) (i) of the MFMA 56 of 2003 requires the Accounting Officer of the 
municipality to ensure that the municipality and its municipal entity has and maintains an effective, 
efficient and transparent system of risk management Risk Management Policy adopted by council 
provides principles rather than prescriptive approaches that elucidate standards, models and practices 
proven to support and sustain effective risk management. 



RISK ARCHITECTURE 

In order to ensure the inclusion of ail the factors impacting on Risk Management within the Municipality it 
is important to identify the environment within which the municipality operates and to have an Enterprise 
Wide view of the institution. As with most municipal disciplines the risk management environment has 
altered substantially and requires a complete review of current polices, practices and assumptions, 
Congruence and fit of risk in the strategic direction of the municipality is pivotal for the full effectiveness 
of its functions, this starts with a risk averse culture defined, espoused, enacted in our operation and 
thus being held in account for its effectiveness. 

Risk architecture encompasses the following: 

1 . Drivers 

2. Enablers and supporters 

3. Implemented 

4. Tools and systems 

5. Assurance 

6. Oversight framework 

7. Process framework and methodologies 
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Risk Response Strategies includes: 

• Avoidance by eliminating a specific threat, usually by eliminating the root cause. 

• Mitigation by reducing the expected monetary value of a risk event by reducing the probability of 


occurrence. 


Acceptance by accepting the consequences of the risk. This is often accomplished by 
developing a contingency plan to execute should the risk event occur. 


STRATEGIC RISKS 


Below is the list of strategic risks: 


No Risk Description 


Ineffective management of 
contracts. 


Existing 

controls 


Lack of communication and co-operation from or to Legal Services. 
Lack of proper monitoring of contractual stipulations. Contracts are 
concluded without the inclusion of the Legal Service Division. 


Irregular expenditure (Non 
compliance with laws and 
regulations) 


Fraud and corruption within 
the municipality. 

High electricity distribution 


Inadequate knowledge of the SCM procedure and policy. 
Negligence of senior personnel to ensure compliance with SCM 
policy and procedures. Requisitions are approved and orders are 
generated after the goods / services are delivered / rendered or 
after receipt of invoices. Inadequate systems to monitor 
declaration of interests. 

Lack of proper controls to prevent fraud. Negligence to report _ 
fraud. No segregation of duties. Insufficient awareness 
programmes. Lack of consequence management tools 

Aging electricity infrastructure. 

Poor quality of electricity supply 
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5. 


Inadequate Revenue 
Collection Strategy 


Municipality has low income population 


H 





Collection Strategy 



6. 

Financial constraints to meet 

commitments. 

Budget constraints to meet objectives. Insufficient debt collection 
processes. Excessive expenditure. Escalation in indigents. 

Unfunded mandates. Nonpayment of Government Departments 
and businesses. High personnel costs. Lack of fiscal discipline. 

H 

7. 

Unauthorized Expenditure 

Lack of cash backed budget. Execution of unfunded key 
performance indicators. Lack of planning and providing for ad hoc 
urgent projects 

H 



i 



Figure 1 .1 : Variation of risk ratings between inherent and residual risk of the institution 



in determining whether risk management processes are effective the following is sought by the Internal 
Auditor's assessment: 

• Institutional objectives support and align with the Institution's mission; 

• significant risks are identified and assessed; 


NKONKOBE Municipality Final Annual Report j CHAPTER 2 - GOVERNANCE 33 









mawM'Jsn 


• risk responses are appropriate to limit risk to an acceptable level and align with the mitigating 
strategies approved by council; 


Figure 2.2: Depicts the percentage riskiness of each KPA 

Percentage of riskiness per objective Residual Rating 

&i 1 ineffective financial management 
H 2 Poor Debtor's collection 
m 3 irregular expenditure 
« 4 Ele tricky losses 

m 5 ineffective coordination of LED programs with stakeholders 

u6 Lack of maximising existing Information and Communication technologies 

a 7 inadequate Packaging and marketing of Municipal products 

u 8 Non implementation of strategic resolutions 

u 9 Non compliance with terms and conditions of landfill sites licenses 

y 10 Non completion of capital projects 



Challenges 

• The drivers and enablers of the process not effective 

• Lacks monitoring of implementation of risk mitigating strategies 

• Internal audit plays dual function in risk management that of an implementer and assurer. 

• Lacks holistic integration and works in silo to the strategic process 

• Not seen as an integral part of operations and lack accountability 


Remedial action 
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Approval of Risk management strategy with Terms of Reference of Fraud and risk management 
committee 

Risk Management objectives and risk mitigating actions be expressed in the IDP, these will be 
inclusive of cross functional departments and be reported through in year monitoring reports. 
Risk Management Committee will report on a quarterly basis to the Audit Committee which 
subsequently advice council of high risk areas and their risk appetite. 


2.7 ANTI-CORRUPTION AND FRAUD 

The purpose of the Municipal Finance Management Act 2003 (Act 56 of 2003) is to secure sound and 
sustainable management of the financial affairs of inter alia municipalities in the local sphere of 
government. Municipal Systems Act 2000 (Act 32 of 2000), section 83 (c) requires service providers to 
be chosen through a process which minimizes the possibility of fraud and corruption. Nkonkobe 
Municipality conducts risk assessments on regular basis and prepares a risk management strategy, 
which includes a fraud prevention plan in order to be used to direct internal audit efforts. The strategy is 
clearly communicated to all employees to ensure that risk management is incorporated into the 
language and culture of the department and its municipal entity. Fraud risk management is a process 
that is adopted by the Institution, in putting mechanisms in place, to manage Institution’s vulnerability to 
fraud. Such mechanisms are designed to prevent, deter and detect fraud. 


O 


Fraud Risk Management Committee 

This committee integrates fraud related activities and risk management mechanisms in order to ensure a 
preventative and proactive approach are taken in dealing with a risk prune environment. The Fraud Risk 
Policy approved by council with the Terms of Reference of the committee but implementation and its 
functionality has been stifled by a lack of a risk incline environment. As part of the Enterprise Risk 
Management (ERM), it is the responsibility of the Accounting Officer / Authority to establish structures to 
address the threat of fraud. Fraud prevention is placed under the oversight of Fraud Risk Management 
Committee (FRMC) which reports to the Audit Committee (AC) on risk management matters. The Fraud 
Risk Management policy encompasses strategies for fraud, namely: 


• Prevention; 

• Detection; 
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• Investigation; and 

• Resolution 

These strategies can be used depending on the materiality and significance of the matter. An 
assessment is conducted by the FRMC looking at the sovereignty both qualitatively and quantitatively. 
The committee is composed of Accounting Officer, Legal Services, Internal Audit and Senior 
Management. 

Challenges 

• Non- functional Fraud Risk Management Committee; 

• Lack of whistleblowing mechanism; 

• Lack of proactive Fraud Risk mechanisms. 

• Lack of consequence management tools 

Remedial action 

• Fraud preventative tools be aligned to the operations and culture of the municipality and its 
municipal entity 

• Developing a whistle blowing policy which will be integrated in the Communication Strategy of 
the municipality 

T8 SUPPLY CHAIN MANAGEMENT 

Supply Chain Management Policy includes one of the primary objectives namely Acquisition 
Management which is meant to fulfil the demand determined by the Demand Management phase of the 
Supply Chain Management which also includes the needs in the IDP. Acquisition Management refers to 
a process of establishing: what will be acquired, when, how and from where it will be acquired, how 
much is required and at what price, as well as contracting with the supplier. 

Practice Note (SCM-03 of 2006) for Bid Committee Members requires that Accounting Officers should 
appoint bid Committees to develop specifications, evaluate and adjudicate bids. Procedures to be 
followed and a Code of Conduct are made available to be signed by all members of Bid Committees. 
SCM policy, processes and procedures are established within the parameters of SCM prescripts 
approved by the Nkonkobe Municipal council. The three committees involved in the bidding process 
are:- 
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Bid Specification Committee 
Bid Evaluation Committee 
Bid Adjudication Committee 


The Nkonkobe municipality was able to source funding from Amathole District Municipality Support Unit 
to the value of R 175 000.00 in order to assist in procuring the Supply Chain Management Data Base. 
The open bidding process was followed and a service provider has since been awarded to supply the 
municipality with the data base. 


1 2.9 BY-LAWS 

The Local Government: Municipal Systems Act 2000 (Act 32 of 2000) section 11 (3) (m) provides 
municipal councils with the legislative authority to pass and implement by-laws for the betterment of the 
community within the terms of the legislation. There were no by-laws considered during the year under 
review, although, reviewal and development of by-laws was one of the indicators for the year under 
review, however the municipality has fifteen (15) promulgated by - laws; 

• By-law relating to Advertising Signs: Gazette No: 1477 Notice No: 26 Gazette: ECP 
Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• By-law relating to Cemeteries and Crematoria : Gazette No: 1477 Notice No: 30 Gazette: 
ECP Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• By-law relating to Community Fire Safety: Gazette No: 1477 Notice No: 34 Gazette: ECP 
Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes: 

• Credit Control and Debt Collection By-law : Gazette No: 1477 Notice No: 25 Gazette: ECP 
Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• By-law relating to the Delegation of Powers : Not Promulgated 

• By-law relating to the Keeping of Dogs and Other Animals: Gazette No: 1 477 Notice No: 22 
Gazette: ECP Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• By-law relating to Neglected Buildings and Premises: Gazette No: 1477 Notice No: 23 
Gazette: ECP Gazette; Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• By-law relating to the Prevention of Nuisances : Gazette No: 1477 Notice No: 24 Gazette: 
ECP Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 
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• By-law relating to Public Open Spaces : Gazette No: 1477 Notice No: 28 Gazette: ECP 
Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• By-law relating to Ward Committees: Gazette No: 1477 Notice No: 32 Gazette: ECP 
Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes. 

• Local Government: Municipal Property Rates Act (6/2004): Nkonkobe Local Municipality: 
Property Rates By-law: Gazette No: 2151 Notice No: 16 Gazette: ECP Gazette: Eastern Cape 
Date: 20090709 Database: Provincial Gazettes. 

• Local Government: Municipal Systems Act (32/2000): Municipality of Nkonkobe: Liquor 
Trading Hours By-law : Gazette No: 2024 Notice No: 136 Gazette: ECP Gazette: Eastern 
Cape Date: 20081205 Database: Provincial Gazettes 

• Local Government: Municipal Systems Act (32/2000): Nkonkobe Municipality: Reviewed 
Liquor Trading Hours Bylaws: Gazette No: 2222 Notice No: 123 Gazette: ECP Gazette: 
Eastern Cape Date: 20091023 Database: Provincial Gazettes. By-law relating to Solid Waste 
Disposal : Gazette No: 1477 Notice No: 29 Gazette: ECP Gazette: Eastern Cape Date: 
20060220 Database: Provincial Gazettes 

• By-law relating to Standing Rules for Council : Gazette No: 1477 Notice No: 31 Gazette: 
ECP Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazettes 

• Street Trading By-law : Gazette No: 1477 Notice No: 21 Gazette: ECP Gazette: Eastern Cape 
Date: 20060220 Database: Provincial Gazettes 

• By-law relating to the Use and Hire of Municipal Buildings : Gazette No: 1477 Notice No: 
27 Gazette: ECP Gazette: Eastern Cape Date: 20060220 Database: Provincial Gazette 


2.10 WEBSITES 

The municipality has a functional website that is actively operational. It displays an echo of Nkonkobe 
with its vibrant colours of heritage, hope and growth. The outlay of this website demonstrates the 
legislative information, publications and announcements, activities, planned programmes and 
institutional achievements. This enables the community to be enlightened about the municipality’s 
programmes. 


NKONKOBE Municipality Final Annual Report [ CHAPTER 2 - GOVERNANCE 38 



ten ^ i 


iu i use. wiu m n mj wm i m-i n rj r»ia ' *. ' jnm 




Accessibility of the website has improved from its initial state. The community can access to lodge 
complaints through a contact card; these complaints are then directed to the relevant office for prompt 
response. A link is created for access to Nkonkobe Economic Development agency's website which 
expresses the agency’s engagement in Local Economic Development. Nkonkobe website can be 
accessed everywhere, by anyone at any time. Conversely, the municipality if faced with numerous 
challenges, one being inconsistent uploading of valid and accurate information on the municipal website, 
j Section 75(1) of the Municipal Finance Management Act is not fully complied with as key documentation 
I is not readily available on the website.. 


2.11 PUBLIC SATISFACTION ON MUNICIPAL SERVICES 

During the year under review, there were no official public surveys done on sen/ices that are provided by 
the municipality. However, during the community engagement meetings, imbizo's etc. the public are 
granted the permission to comment on services that are rendered by the municipality. These meetings 
are used as platforms to deduce community satisfaction on services provided and also as a way of 
measuring the impact of the services offered by the municipality. 


! 
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CHAPTER 3 - SERVICE DELIVERY PERFORMANCE (PERFORMANCE 

REPORT PART I) 


INTRODUCTION 

The Nkonkobe Municipality primarily supplies electricity to Fort Beaufort Town, Hillside, Newtown and 
Bhofolo Township. The main, primary and only supplier of electricity to the Nkonkobe Municipality is 
ESKOM. It is the aim of the Electricity Department to supply good reliable and uninterrupted power 
supply to the consumers. 


1 3.1 ELECTRICITY 

Level and standards in Electricity Services 

The electricity supply is according to the National Electricity Regulator’s guidelines, policies and Act for 
both low and high level electricity services to all the consumers. To briefly summarize this section, the 
Municipalities country wide are governed by a national standard for low and high level access to 
electricity as well as the quality of the electricity supply applied in the Electricity Supply Industry. These 
standards are set out in the NRS 048-1:1996/047-2:1996/047-3:1996 (Quality of Supply) and NRS 
047:1996 (Quality of Service) and NRS 047-1:1999/047-1:1999 (Quality of Service). Unfortunately these 
documents are too much to be included in this report, (6 booklets in all), but can be viewed at the 
Electricity Department Offices. It is thus according to these standards that the department gauges the 
reporting that is done and the standards, goals and targets that are annually set. 

Major challenges in electricity services and remedial actions 

• There has been some headway made since the last report, but, the municipality is not out of the 
predicament. 

• Age and size of the existing infrastructure, the network is absolute as it has passed the 
reasonable point of repair. The infrastructure is also outdated and poses a high risk to injure or 


O 


O 
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kill municipal employee or a community member. This results to loss of revenue, poor quality 
and unreliable supply. 

The issue of staff is stili a problem, together with the lack of skills and experience in certain 
fields of expertise. 

A huge problem faced by the Electricity Section, is, the fact that it does not have suitably 
equipped vehicles, e.g. LDV’s (ladder rack, canopy and country box) with which to perform its 
day to day tasks. 

There is a dire need for a Crane truck for lifting of Transformers, Mini-subs, planting of poles 
and erecting structures for the pole mounted transformers, and in the light of the future plan to 
upgrade Munic 111 kV feeder . The finished product, will require a vehicle that can reach a 
height of 14 meters for maintenance and repairs to the new line. 

The loss of revenue due to network losses and illegal bypasses. The municipality has in the 
past experienced a number of illegal connections. 

Eskom penalties amounting to R7.6m per annum due to load consumption exceeding the 
agreed Notified Maximum Demand of 4.5 MVA between Eskom and the Municipality. 


Electricity Projects 


Installation of new High Mast lights in Gugulethu, Alice Golf Course, Hogsback, Debenek and 
Dubu Location. 

Refurbishment of transformers in Bhofolo and Newtown Township: R 2.5 Million. 

Development of an Electricity Maintenance Plan by Stemele Bosch Consulting Engineers: R 

200 , 000.00 

Development of Electricity Master Plans by MISA 

Purchasing and Supply of Standby Generators for all Municipal offices: R2.5 Million. 

Installation of smart metering system to monitor the consumption of electricity in Municipal 
supply area. 

Rural Electrification of Platform, Arhmest, Mount Pleasant, Joji and Worburn Locations. 
Maintenance of streetlights and high mast lights in Alice and Fort Beaufort Towns. 

Maintenance of Fort Beaufort - Munic 2 IlkV Feeder. 
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Remedial Actions 
Human Resource 

Organogram has been revised and critical positions funded and will be advertised in future. Training 
\ gaps has been identified and there is plan to send staff for training on First Aid Level 2, Basic Fire 

| Fighting, Trade Test , Cable termination, Equipotential Earthing, Maintain structures, cross arms 

i {wooden and steel), High Voltage Environment and regulations awareness, Line Inspection, ORHVS 
! Level 4, Basic Power System Protection (1 1 kV-22kV) and Construction Regulations. 


Vehicles 

To source funding for the purchase of LDV'S, and a truck fitted with crane including the cherry picker 
attachment. 

Infrastructure Development 

To upgrade and replace the old and or 7 ageing infrastructure to ensure sufficient and sustainable 
electricity supply. The Department of Energy and MIG to allocate funding for this project 

• To implement an Electrical Meter audit, Council has to budget for this project in the next 
financial year. 

• To upgrade the existing MV & LV network, substations and also additional substations in areas 
where the demand has increased. 

• To focus more on repairs and maintenance of area lighting in the existing residential areas and 
main roads. 

• Installation of Reclosers and metering points on Munic 1 and Munic 2 1 1kV Feeder. 

• Transformer maintenance. 


Repairs and Maintenance 

• Utilise 6% for repairs and maintenance from collected revenue as it is a requirement by NERSA. 
This will have positive influence on tariff increase if the municipality has implemented as per 
NERSA standards. 
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Electricity 



Electricity (at least Electricity -prepaid Electricity (< min.service Electricity- prepaid (< min. 

min.service level) (min.service level) level) service level) 


fcJYear-2 «Year-1 *YearO 


Electricity Service Delivery Levels 

Households 

Description 

2014/2015 

Actual 

No. 

Energy: (above minimum level) 

Electricity (at least min.service level) 

Electricity - prepaid (min.service fevef) 

Minimum Service Level and Above sub-total 
Minimum Service Level and Above Percentage 

523 

565 

1,088 

62.1% 

Energy: (below minimum level) 

Electricity (< min.service level) 

Electricity * prepaid (< min. service level) 

Other energy sources 

Below Minimum Service Level sub-total 
Below Minimum Service Level Percentage 

Total number of households 

124 

487 

54 

664 

37.9% 

1,753 
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Households - 

Electricity Service Delivery Levels below the minimum 

Households 1 


Year 2014/2015 1 

Description 

Original Budget 

Adjusted Budget 

Actual 


No. 

No. 

No. 

Formal Settlements 




Total households 

35355.00 

35355.00 

21150.00 

Households below minimum service level 

6496.00 

6496.00 


Proportion of households below minimum 




service level 

18% 

18% 

0% 

Informal Settlements 




Total households 

200.00 

200.00 

200.00 

Households ts below minimum service level 

70.00 

70.00 

0.00 

Proportion of households ts below minimum 




1 service level 

35% 

35% 

0 % 


Capital Expenditure Year 2014/2015: Electricity Services 

R' 000 

Capital Projects 

2013/2014 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project Value 

Total All 

12750000 

0 

6200447 

51% 

_______ 

Installation of 17 High Mast in 
Hillside, New Town and Bhofolo. 

4150000,00 

0 

562000.00 

o 

5 s * 

CD 

CO 

4150000.00 

Electrification of Mpofu villages 

3600000.00 

0 

2000000.00 

44% 

3600000.00 

EEDSM 

5000000.00 

0 

3638447.20 

27% 

5000000.00 



I COMMENT ON ELECTRICITY SERVICES PERFORMANCE OVERALL: 

All ervens in our area have access to electricity for prepaid and conventional electricity. Poor 
households that qualify for free basic electricity are registered on Indigent register system and they are 
required to collect their 50kWH tokens from the registered vendors within the Municipal area. 

We are having power outages on a daily basis caused by very old and obsolete MV & LV networks and 
trees protruding through our networks lines. We were experiencing service delivery protests due to 
unreliable electricity supply to consumers compeling the National Department of Energy to assist the 
municipality with funding. The municipality was then identified under the hot spot municipalities for the 
upgrade of electricity supply infrastructure and remedial measures to Notified Maximum Demand which 
we are currently exceeding and get hefty penalties from Eskom. 

Again the municipality has applied for funding intervention to the Department of Energy for EEDSM 
energy efficient technologies to try and arres t the ene rgy crisis w hithin the area of supply, the funding 
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was received for 3 outer years and there are interventions in a form of energy efficient street 
lights, installation of building lights, energy efficient air conditioners and installation of Solar Water 
Heaters. The first phase of the project - Retrofitting of existing lights with energy efficient streetlighting is 
100% complete however we have maintenance challenges caused by current financial constraints. The 
project is currently on hold awaiting more funding from Department of Energy to carry on with the 
second phase of the project. 


3.2 WASTE MANAGEMENT (THIS SECTION TO INCLUDE: REFUSE 
COLLECTIONS, WASTE DISPOSAL, STREET CLEANING AND RECYCLING) 
Waste management is the primary functions of the municipality as enshrined in the Constitution of RSA, 
1996, Part B, Schedule 5. Nkonkobe Municipality prides itself in collecting refuse on a weekly basis in 
the following areas: Fort Beaufort, Seymour, Hogsback, Middledrift and Alice. The municipality also 
conducts environmental /waste management campaigns with the assistance from the Youth Jobs in 
Waste appointed by the Department of Environmental Affairs. In so doing, the municipality developed an 
Integrated Waste Management Plan which is still awaiting Council approval. There are two service 
providers that have been contracted by the municipality to collect refuse in Newton and Golf Course in 
Alice and they are Nkonjane and Vaxobyte. Furthermore, the municipality operates and manages the 
following waste facilities: 

• Seymour - permitted but not operational 

• Fort Beaufort - permitted for closure as it was operated illegally 

• Alice- permitted, operational 

• Middledrift-permitted, operational 

• Hogsback-not permitted, not operational 

The municipality applied for a permit to establish a transfer station but the construction phase is still at 
an initial stage and the illegal site is still utilised. The municipality also intended to establish a transfer 
station in Hogsback but that could not proceed as there is a challenge of land claim in the identified site. 
Moreover, the municipality has managed to employ casual workers to man the sites, but there is still 
more needs to be done as currently the sites need fencing, there is no water and electricity, burning of 
waste is also a challenge. Access control to the sites is still a challenge especially at night as there are 
no security guards available. 

URBAN RESIDENTIAL REFUSE COLLECTION 

Black bags/bins kerbside collection is done once per week. Four refuse bags are distributed per 
household by Revenue section when one makes a payment. Service providers also distributes black 
plastic bags to households once a month. Refuse in businesses is collected as per agreement which is 
based on the volumes of refuse generated. Only few number of business premises have proper refuse 
storage facilities and there have been campaigns made to encou ra g e t hem t o construct such storage 
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facilities. Businesses are also encouraged to call the municipality when they have consumed large 
volume of waste to avoid refuse being put in front of their shops, but that is still a challenge as some 
others are still doing that. There is a need to review by-laws so as attach fines when one is not 
complying. 


GARDEN REFUSE REMOVAL 

Garden refuse is collected upon request by individual households and charged accordingly. 

REMOVAL OF ILLEGAL DUMPING 

There is a huge challenge with illegal dumping more especially in residential areas. The municipality is 
in a process of compiling a report on illegal dumping so as to address those. Another challenge the 
municipality is facing the building rubble which is scattered all over the place by households and 
business when renovating their premises, but with the assistance from the Peace Officers, the 
municipality is able to address some especially in the CBD areas. 

ENVIRONMENTAL/WASTE AWARENESS CAMPAIGNS 

During the financial year under review, the municipality has conducted 2 cleaning campaigns in 
collaboration with ADM, UFH and sector departments. The Municipality also hosted Environmental 
Week Celebrations with ADM, Ngqushwa Municipality, Fish River Game Reserve, Environmental Affairs 
as well as the Department of Education. Major challenges in waste management are as follows: 

• Waste disposal sites not manned as per waste related regulations 

• Reviewal of waste management by-laws 

• No recycling initiatives 

• Poor conditions of refuse trucks 


GRASS CUTTING 

The municipality is also responsible for grass cutting in the CBD areas, open spaces and the 
maintenance of parks. During the financial year under review, the municipality has been continuously 
maintaining 2 parks in Alice and Fort Beaufort. 

DEVELOPMENT OF INTEGRATED WASTE MANAGEMENT PLAN (IWMP) 

In terms of the National Environmental Management: Waste Act; 2008 all municipalities must develop 
their Integrated Waste Management Plan (IWMP). The Municipality is in the process of having its IWMP 
developed; processes are underway. 


The major challenges in Waste Management Services are the following: 

i 
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Waste disposal sites operating without permits; 
Non enforcement of waste disposal by-laws; and 
No Integrated Waste Management Plan (IWMP). 




Waste Disposal Service Delivery Levels ! 


Households 

Description 

Year 2014/2015 

Actual 


No. 

Solid Waste Removal: (Minimum levei) 


Removed at least once a week 

6871.00 

Minimum Service Level and Above sub-total 

8 

Minimum Service Level and Above percentaqe 

25.1% 

Solid Waste Removal: (Beiow minimum level) 

10 316 

Removed less frequently than once a week 

1.1 

Using communal refuse dump 

1.2 

Using own refuse dump 

67.8 

Other rubbish disposal 


No rubbish disposal 

5.64 

Below Minimum Service Level sub-total 

21 

Below Minimum Service Level percentaqe 

75.2% 

Total number of households 

28 


1 Households - Solid Waste Service Delivery Levels beiow the minimum 

Households 


1 Year 2014/2015 i 

Description 

Original Budget 

Adjusted Budget 

Actual 


No. 

No. 

No. 

Formal Settlements 




Total households 

35173.00 

35173.00 

35173.00 

Households below minimum service level 

9134.00 

9134.00 

0.00 

Proportion of households below minimum service 




level 

26% 

26% 

0% 

Informal Settlements 




Total households 

182.00 

182.00 

182.00 

Households ts below minimum service level 

182.00 

182.00 


Proportion of households ts below minimum 




service level 

100% 

100% 

0% 


Capital Expenditure Year 2014/2015 : Waste Management and Environment Services 
R‘ 000 

Capital Projects 

2014/2015 ' ' ] 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 
from original 
budget 

Total 
Projec 
t Value 

Total All 


0 

723767 

97% 


Seymour T ransfer station 


0 

723767 

55% 


Hogsback Transfer station 


0 

0 

100% 
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Closure and rehabilitation of landfill site in Fort 

Beaufort 


0 

0 

100% 


Land rehabilitation in Middledrift 


0 

0 

100% 



COMMENT ON WASTE MANGEMENT SERVICE PERFORMANCE OVERALL: 
The waste management section continued to remove the refuse from the various areas according to the 
work schedule. Council has approved the construction of 3 transfer stations in three Towns namely: 
Hogsback, Seymour, and Fort Beaufort to improve waste collection methods. During the year under 
review, the Department of Environmental Affairs funded a project which focuses on rehabilitation and 
closure of Fort Beaufort Illegal Waste Site for an amount of R1 Omillion. 


3.3 HOUSING 

The Constitution of the Republic of South Africa embeds the right of everyone to have access to 
adequate housing and makes it incumbent upon the State to take reasonable legislative and other 
measures within its available resources to achieve the progressive realization of this right. In response 
to this constitutional imperative, Government has in terms of the Housing Act 1997 (Act 107 of 1997) 
introduced a variety of programmes which provide the poor households access to adequate housing. 
The Nkonkobe Municipality ensures that residents have access to houses when the Department of 
Human Settlements approved planned housing developments in the council area. The council initiates, 
plans, co-ordinates and facilitates the development in consideration of housing code for Provincial and 
National. The municipality has housing projects funded by the provincial Department of Human 
Settlements: these are completely new projects, whilst others focus on rectification of houses that were 
built. 


Percentage of households with access to basic housina 1 

Year end 

Total households (including in 
formal and informal 
settlements) 

Households in formal 
settlements 

Percentage of HHs in formal 
settlements 

As per 2011 
Census 

35355 

18413 

52.1% 
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Capital Expenditure Year 2014/2015 : Housing Services 


R' 000 







2014/2015 


Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 

Total All 

221549272 

0 

26211000 

88% 

^ 

Seymour 232 

14015678 

0 

800000 

94% 

14015678 

Bhofofo 300 

16990219 

r o 

0 

100% 

16990219 

Alice 283 

14860827 

0 

411000 

97% 

14860827 

Hillside 638 

63516848 

0 

0 

100% 

63516848 

Newtown 662 

70065700 

0 

0 

100% 

70065700 

Seymour 465 

10000000 

0 

0 

100% 

10000000 

Mount Pleasant 

22100000 

0 

25000000 1 

-13% 

25000000 

Middledrift 31 1 

10000000 

0 

0 

100% 

10000000 


COMMENT ON THE PERFORMANCE OF THE HOUSING SERVICE OVERALL: 

A housing Sector Plan was adopted and approved by Council is in place and is currently under review, 
with the assistance of the Department of Human Settlements. The Department of Human Settlements 


has committed money for the infrastructural development of 1146 sites within the municipal area. The 
construction of services to commence during 2015 and will be completed in December 2016. Planning is 
also underway for the development of community residential units in Alice, Middledrift and Fort Beaufort 
which is a joint venture between private developers and the municipality. Also the planning and finance 


j model have bee n finalized for the construction of two Shopping malls in Middledrift and Alice. 


3.4 FREE BASIC SERVICES AND INDIGENT SUPPORT 

The municipality is having a responsibility to ensure that all indigent households within Nkonkobe 

jurisdiction have access to free basic services (FBS). The adopted indigent policy, whose aim is to 
alleviate poverty in disadvantaged communities by providing free basic electricity (of at least 50 kWh per 
month), and [the] solid waste management and property rates (100% subsidy to indigent households), 
was useful and necessary for the successful implementation of the programme. The consistent 
application of the indigent policy has enabled the municipality to provide free basic service to 100% of 
the registered indigent households in its indigent register. 


The beneficiaries of free basic electricity reached a total of 15,823 in the current year which is equivalent 
to a rand value of R 7 652 002.80. Subsidy for refuse was extended to 5656 beneficiaries and this 
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equates to a rand value of R2, 759.196.00. Conversely, Alternative energy (paraffin), there was 946 
households that benefited and an amount of R745, 680.00 was expanded to ensure that all the 
registered beneficiaries received this service. 

The indigent support policy embodies an indigent support programme not only providing procedures and 
guidelines for the subsidisation of service charges to indigent households in its area of jurisdiction, but 
also to increase the quality of life of the beneficiaries by assisting them to exit from the state of being 
indigent. 


Free Basic Services To Low Income Households 
Number of households 




Households earning less than R1.100 per month 


Total 


Free Basic Electricity 

Free Basic Refuse 



Total 

Access 

% 

Access 

% 

2013/2014 

35 355 

20 533 

14 877 

72% 

5 656 

28% 

2014/2015 

35 355 

21 479 

15823 

74% 

5 656 

26% 


COMMENT ON FREE BASIC SERVICES AND INDIGENT SUPPORT: 

Nkonkobe municipality has an indigent support programme that aims to render municipal services to 
beneficiaries who would ordinarily not afford municipal services. The indigent support policy is intended 
to provide poor households on-going access to a minimum, nationally specified level of service. The 
municipality has ensured that it has met this mandate/objective by developing a policy that allowed and 
ensured that low income earners within Nkonkobe jurisdiction are subsidized by the municipality for their 
basic services in order to ensure that they equally benefit in municipal basic services. Qualifying 
households received 50 kWh of electricity per month and 100% subsidy for solid waste, refuse and 
rates. Alternative energy, in the form of paraffin, was also provided in areas where there are low income 
earners who do not have electrification. To qualify for indigent support, the combined gross income of all 
occupants or dependents in a single household may not exceed the threshold income of two state 
pensions per month. 

3.5 ROADS 

The role of the Municipality is to provide appropriate, cost effective and affordable roads, storm-water 
drainage: transport infrastructure and public transport services in order to improve the quality of life of 
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the communities. The main roie players are the Municipality; Department of Roads and Public works, as 
well as, SANRAL. The Department of Roads and Public works and SANRAL are responsible for the 
construction and maintenance of National, Provincial road network whereas the municipality is 
responsible for the access roads leading to villages and those in urban areas. 

All households have access to either gravel or surfaced roads. The gravel roads are maintained 
according to the work schedule of the Department Infrastructure and Technical services and also 
immediately after rainstorms. The surfaced roads are maintained from the operating maintenance 
budget. The quality and standards of our roads are in poor condition. 

The surfacing of all remaining strategic routes and roads of significance in rural areas. Due to a thin 
revenue base the Municipality is unable to address the backlog. Financial assistance is needed from the 
MIG funding to address the backlog. The estimate cost to address the backlog for gravel roads is R 
725,657.94m, allocated in multiyear regravelling projects. The estimated cost to address the ageing 
roads infrastructure and new upgrades is R 512,827,736m allocated in multiyear projects. Regarding the 
storm-water backlog, increased MIG is required. The estimated cost to address the backlog fully is R 45 
000 000. Funding is also required for resealing of our roads on regular basis. The estimated amount is R 
15 000 000m. More attention needs be done to the condition of rural roads by the Department of Public 
Works as well SANRAL for national routes passing through Nkonkobe Local Municipality. Lastly funding 
is required for the development and implementation of an Integrated Transport plan together with a road 
maintenance plan for Nkonkobe Municipality. 

Roads and Stormwater Projects 

• Gqumashe access road. 

• New Town paving project. 

• Gugulethu paving project 

• Golf course paving project. 

• Chris Hani paving project. 

• Debe Nek paving project. 

• Montago paving project. 
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Note: The above mentioned projects are still on track and are the anticipated completion date is the end 
of this current financial year. Furthermore, the main reason for slow completion is due to incompetent 
service providers complemented with slow delivery of material on site. 

Remedial Action 

Human Resource: Organogram has been revised and critical positions funded and will be advertised in 
future. 

Training gaps has been identified and there is plan to send staff for training on First Aid Level 2, Driver 
operator training, Foreman training, Environment and regulations awareness, and Construction 
Regulations. 

Vehicles: To source funding for the purchase of LDV’S, and a truck, TLBS, and additional tipper trucks 
for gravel road maintenance 

Infrastructure Development: To upgrade and replace the old and or/ ageing roads and Stormwater 
infrastructure to ensure a safe roads infrastructure. 

• To upgrade gravel roads to surfaced standards within the CBD areas. 

• To upgrade gravel roads to paved standards in rural villages. 

• To rehabilitate the existing surfaced roads and increase and extend life span. 

• Reconstruction totally damaged surfaced roads to acceptable standards within a reasonable 
time 


O 


BACKLOG ELIMINATION COST 


Town 

Reconstruction 

Regravelling 

Reshaping 

Total 

Fort Beaufort 

R 5 082 000 

R 14 756 000 

R3 780 

R 19 841 780 

Alice 

R 1 554 000 

R3 986 000 

R 0 000 

R5 540 000 

Middledrift 

R 507 500 

R 1 776 000 

RO 000 

R 2 283 500 

Seymour 

R 1 207 500 

R 2 924 000 

R3 420 

R4 134 920 

Rural 

R 197 963 500 

R 23 112 000 

R 0 000 

R 221 075 500 

Total 

R206 314 500 

R 46 554 000 

R 7 200 

R 254 875 700 


o 
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Theoretical maintenance and upgrade strategy 

With the current budget allocated to the roads, it can be logically deduced that his “backlog eliminated" 
cannot be undertaken immediately and therefore other methods/plans are to be developed to eliminate 
the backlog. It is therefore, based on the above, that a “phased" approach is required to ensure that all 
roads are brought up to "fair 1 ’ or better standard. The following sets of the approach to be taken. 

Gravel roads generally have a “life span" of approximately five years, therefore it is proposed fifth of the 
backlogs elimination be phased over a five year period. The theoretical plan proposed is to ensure that 
one fifth (1/5) of the un-surfaced road network is regravelled, reshaped or reconstructed in each financial 
year. This backlog elimination is to coincide with ensuring that all routine and repetitive maintenance 
activities are implemented as follows: 

• Each gravel road is bladed four times per year. 

• Each earth or track is bladed once per year. 


2013/2014 

2014/2015 


Gravel Road Infrastructure 

Total gravel roads New gravel roads Gravel roads upgraded 
constructed to ta r 

i,7i2 ~ 3 r 


Kilometers 

Gravel roads 
graded/maintained 

160 


2013/2014 

2014/2015 


Tarred Road Infrastructure 

Total tarred roads New tar listing tar roads Existing tar roads 
roads re-tarred re-sheeted 

0 0 0 0 


Kilometers 

Tar roads maintained 


2013/2014 

2014/2014 


New 

R3 600 000 


Cost of Construction/Maintenance 
Gravel 

Gravel - Tar Maintained 

0 R480 000 


Tar 

Re-worked 

1300000 


Maintained 

550000 
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Year 2013/2014 



Capital Expenditure Year 0: Road Services 

— — — v/- R2 832 906 

. : , Capital Projects 

• . .v ■ ,-r^ - ■ 2014/2015 '• .X. : • -1 

Budget 

Adjustment 
. Budget j. ; 

; Actual 
Expenditure 

Variance from 
original 
budget 

Total Project 
, V Value *. 

Total All 

2832906 

0 

2832906 

0% 

___ " 

Mqanda/ Mxumbu Access Road 

2832906.00 

0 

2832906.00 

0.00% 

2832906.00 



t 


{ 


COMMENT ON THE PERFORMANCE OF ROADS OVERALL: 

All the roads that fall under the jurisdiction of the municipality are being attended to by the Technical Unit 
according to their work schedule. The surfaced roads are repaired and cleaned after heavy rainfalls 
including storm-water channels. Furthermore, the municipality has invested in the development of a 
roads maintenance plan with the sole purpose of providing the municipality with a broad overview of the 
maintenance strategy and how this is accommodated within the allocated budget. Road maintenance is 
essential in order to preserve the road in its originally constructed condition. Improper maintenance may 
result in rapid deterioration of the road structure and ultimate collapse to a point requiring total 
reconstruction. Therefore taking the above into account to perform "normal" routine maintenance in 
Nkonkobe Municipal area, all roads to be brought up to well or better category. The cost to eliminate the 
backlog is estimated at R 48 515 469. 
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1 3.6 PLANNING 

It should be noted that, depending on the legislation used for an application, a local municipality may, 
under the current spatial planning legislation, either have full responsibility to process and adjudicate an 
application or would only be required to render comment and provide recommendation to a provincial - 
level decision making body. For the year under review, land development applications were made by the 
district municipality on request of the municipality. These related to subdivision (1), subdivision and 
rezoning (1) and township (1). 


Job Level 


2013/2014 

Employees 


Employees: Planning Services 


2014/2015 ~ 

Employees Vacancies {fulltime I Vacancies (as a % of 

equivalents) total posts) 


3.7 LOCAL ECONOMIC DEVELOPMENT (INCLUDING TOURISM AND 
MARKET PLACES) 

Based on the limited economic resources and opportunities, insufficient access to basic services, 
joblessness, and feelings of powerlessness and indignity Nkonkobe Local Economic Development 
Strategy has identified four key pillars, among the four pillars; Tourism is listed as the second pillar on 
the strategy. Tourism focuses on the following targets, to develop social history and heritage. The rate of 
loss of employment is threatening to exacerbate the poverty levels. LED is a sub-national action within 
the context of a local labour market. The assumption is that the intervention by local authority, and its 
community and private sector partners, can assist in creating an environment and infrastructure 
conducive to investment, and can provide seed funding and give advice that contributes towards 
Tourism development. To strengthen tourism marketing in Nkonkobe working in partnership with the 
Nkonkobe Local Tourism Organisation is a crucial role of Tourism Development. To explore hunting, 
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game farming, eco-tourism and promote adventure tourism in Nkonkobe. To leverage off existing and 
potential tourism products in Nkonkobe, Nkonkobe Local Tourism Organisation in partnership with 
, tourism unit has developed and designed a tourism marketing brochure, in order to market Nkonkobe as 
; leading tourist destination in Amathole District Municipality. 

| 

The tourism unit has developed and also promoted tourism products to stimulate the local economy with 
a view of creating employment opportunities. The Tourism Unit in partnership with Nkonkobe Crafters 
Association has converted and refurbished the Arts and Craft Shop in Alice Tourism Offices Complex 
whereby all the handmade arts and craft items produced in Nkonkobe will be displayed and sold. The 
municipality has partnered with the Department of National Tourism in a project to rehabilitate and 
renovate the Fort Fordyce Nature Reserves and Mpofu Game Reserves which employed 110 local 
| people for a period of two years to participate on the project. The tourism unit has been supporting 

s technical and financially the Christmas in July Tourism Event in Hogsback in order to profile and 

promote the adventure tourism in Nkonkobe. The event temporally employed 35 local people to work 
I during the event as car guards, tourist guides, cleaners and office administrators. 

In addition destination planning and management should achieve a tourism development based on a 
j balance between the conservation of existing natural and cultural resources, the economic viability of 
tourism and social equity in tourism development. The Tourism Section has been coordinating the 
Cultural Week Event every year on the month of September in order to celebrate, promote and create 
awareness about the Heritage and Tourism in Nkonkobe. The event plays a major role in terms of using 
the local SMME’s to participate on the event and to stimulate the local economic development in 
Nkonkobe. 

Tourism development is about sustaining the existing products and destination given the availability of 
I resources and investment provided towards the planned development programme. The tourism unit role 

| is to develop tourism products in Nkonkobe in order to package and promote tourism in the area in way 

| to profile Nkonkobe as a leading tourism destination in Amathole District Municipality. 
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Sector 

Manufacturing (Nomzamo Cleaning Cooperative) 

Tourism Development Activities (Construction of Mtho ntsi Lodge) 
Total " 


2014/2015 

No. 

4 

91 

95 


Capital Expenditure 2014/ 2015: Planning Services 


R' 000 

2014/2015 

Budget 

Adjustment 

Actual 

Variance 

Total Project Value 


Budget 

Expenditure 

from original 


44rrann 

4 QQ/t70G 


budget 

______ 

£ t‘tUoUUU 

1 050 000 

1 00 ^ ( oO 

1184114 

5470972 

2 234 114.0 

18% 

53% 

3 418 228.00 

1 155 000 

700621 

1 855621.06 

38% 

2 556 242.12 

1 200 000 

0 

858 260.0 

-40% 

-341 740.0 


Capital Projects 

Total All 

LED projects 

CBP's 

Tractors with implements 


COMMENT ON LOCAL JOB OPPORTUNITIES: 

The Strategic Planning and Local Economic Development Department is endeavouring on the 
comprehensive assessment of Local Economic Development (LED) initiatives in order to develop a 
model that will enhance the LED progress. The current focus of the sector ensures that different 
business sectors obtain suitable skills and legal status, form linkages between businesses and funding 
agencies and finally ensure that the branding and marketing development of businesses is achieved 
through partnering with development agencies and other relevant stakeholders. The recently conducted 
informal traders baseline clearly indicated that there is a huge opportunity of growth in terms of both 
business devefopment and job creation, currently 89% (178 local people) and 11% (21 people) of people 
are involved in this sector with the annual growth turnover of R1 686 000 from various business 
intervention. These businesses are mostly operated by senior citizens with the view to complement their 
government grants. 


The Municipal LED and CBP funding, much as it is focusing in uplifting the standard of living in the 
respective communities of Nkonkobe has also created both temporal and permanent employment in all 
the initiatives undertaken. During 2014/ 2015 FY the LED and CBP funding has created 104 job 
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opportunities for local people. These were created through community member's participation in 
construction of required structures and fencing of dams and grazing land. 


The Municipality intends to improve the level economic development by ensuring that the local 
businesses receive full support and participate in decision making that will yield empowerment due to 
small businesses, entrepreneurs and micro farmers. The Municipality also will focus on empowering the 
local businesses on the advanced BBB-EE new approaches for effective local development and support 
relevant to businesses 


[ Jobs Created during 2014/2015 Financial Year bv LED initiatives I 

Excluding EPWP Droiects) 

Total Jobs created / Top 3 initiatives 

Jobs created 

Jobs lost/displaced 
by other initiatives 

Net total jobs 
created in year 

Method of validating 
jobs created/iost 

No. 

No. 

No. 


Total (afl initiatives) 





2014/2015 

312 

0 

312 

Contracts siqned 

Mthontsi Lodge Construction at Mount 
Pleasant 

91 



rContracts signed 

Nomzamo Cleaning Services 

34 



Contracts signed 

Nomzamo Grounds and Garden 

40 



Contracts signed 

Fencing of Dam 

6 



Contracts signed 



Job creation through EPWP* proiects 1 


EPWP Projects 

Jobs created through EPWP projects 

Details 

No. 

No. 

2011/2012 

4 

r i76 

2012/2013 

8 

172 

2013/2014 

8 

166 

2014/2015 

8 

170 



Employees: Local Economic Development Services 


2014/2015 

Job Level 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 


Vacancies (as a % of total 
posts) 


No. 

No. 

No. 


% 

0-3 





4-6 

2 

2 

0 

0% 

7-9 

5 

0 

5 

100% 

10-12 

9 

r 5 

4 

44% 

13-15 

1 

1 

0 

0% 

16-18 

0 

0 

0 

0% 

19-20 




0% 

I Total 

17 

8 


H 

53% 
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COMMENT ON LOCAL ECONOMIC DEVELOPMENT PERFORMANCE 
OVERALL: 

Nkonkobe Local municipality has among its Service Delivery components, a Local Economic 
Development (LED) Unit which is attached to Strategic Planning and Local Economic Development 
Department. Its mandate is to strengthen the local economic development of Nkonkobe Local 
Municipality. In 2012 Council adopted an LED strategy which has four strategic pillars that brings strong 
guiding channels for effective development of the local economy. These pillars are strategic pillar 
number 1 (Agriculture) and 4 (Wholesales and Business sector). 


To catalyse and strengthen the developmental initiatives, the unit has endeavoured to focus on the 
existing programmes based in both the rural and urban areas within Nkonkobe Local Municipalities. The 
unit has focused on 4 priority areas to support the local programmes; these are LED projects, 
Community Based Projects (CBP), fencing of grazing and crop fields and support with tractors and 
implements. For period under review an amount of R 1 050 000 was approved for support of LED 
projects, these are projects that are in the following clusters (e.g. Fort Beaufort, Alice, Middledrift and 
Seymour Balfour). An amount of R350 000.00 was adjusted from the original budget of R1050 000.00 
under period of 2014/2015 Financial Year. Subsequently to that an amount of R188 232.64 was actually 
spent on LED initiatives from the R350 000.00 that was adjusted to support LED Initiatives. The support 
system for LED Funding varies from support with building material, production equipment and other LED 
initiatives related needs. 


From the substantial amount allocated the need for budget adjustment was dire due to the vastness of 
the area, therefore the view to adjust the budget was raised, supported and approved. An amount of R 
350 000.00 was approved during the budget adjustment with the view of Financial constraints of 
Nkonkobe Local Municipality. The total project budget for period under review is set at R350 000.00 with 
the negative variance of - 70%. The - 70% variance resulted from the outstanding LED projects of 
2014/2015 FY. 
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To catalyse and strengthen the developmental initiatives, the unit has endeavoured to focus on the 
existing programmes based in both the rural and urban areas within Nkonkobe Local Municipalities. The 
unit has focused on 4 priority areas to support the local programmes; these are LED projects, 
Community Based Projects (CBP), fencing of grazing and crop fields and support with tractors and 
implements. For period under review an amount of R 120 000.00 was approved for support of CBP 
projects, these are projects that are in the following clusters (e.g. Fort Beaufort, Alice, Middledrift and 
Seymour Balfour). An amount of R500 000.00 was adjusted from the original budget of R120 000.00 
under period of 2014/2015 Financial Year. Subsequently to that an amount of R295778.52 was actually 
spent on LED initiatives from the R500 000.00 that was adjusted to support LED Initiatives. The support 
system for LED Funding varies from support with building material, production equipment and other LED 
initiatives related needs. 

From the substantial amount allocated the need for budget adjustment was dire due to the vastness of 
the area, therefore the view to adjust the budget was raised, supported and approved. An amount of 
R500 000.00 was approved during the budget adjustment with the view of Financial constraints of 
Nkonkobe Local Municipality. The total project budget for period under review is set at R500 000.00 with 
the negative variance of - 76%. The - 76% variance resulted to under - spending that emanated from 
the outstanding LED projects of 2014/2015 FY that were not funded and under spending that occurred 
due to delayed provision of services by appointed service providers, this led to the termination of 
contracts and financial constraints. 

Nkonkobe Local Municipality felt a need to assist famers with tractor activities to encourage cropping 
and vegetable production in rural communities. To address this matter the Municipality felt a need to 
purchase the 2 rippers that can be hired out to the communities at a reasonable rate. For period under 
review the municipality allocated an amount of R400 000.00, this amount was used resulting to 100% 
under-spending as rippers amounted to R61 600.00. 

X8 CEMETORIES AND CREMATORIUMS ~~~~ 

Nkonkobe Municipality has a total of seven cemeteries that are located in urban areas which are being 

m aintained by the municipality. Four is in Fort Beaufort, Alice, Mid dledrift and Seymour. Two 
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cemeteries in Fort Beaufort are full and the municipality has contracted a service provider to look for a 
space to be used for such. The municipality only has one permanent staff responsible for management 
of these seven cemeteries and that makes it difficult to maintain them as expected. We only rely in the 
appointment of casual workers to maintain the cemeteries. Due to limited resources, the municipality 
focuses on those that are situated in town for maintenance. 



? 


The municipality has also a programme of fencing rural cemeteries which are identified by ward 
councillors in consultation with the members of the community in their respective wards in each financial 
year. During the financial year under review the municipality has budgeted to fence 18 rural cemeteries 
but due to limited resources that target was not achieved. The fencing is labour intensive as the workers 
are taken from the communities and are trained on how fencing is done. 


COMMENT ON THE PERFORMANCE OF CEMETORIES & CREMATORIUMS 
OVERALL: 

In order to keep the cemeteries in a clean condition a maintenance plan will be in place and will be 
implemented in the next financial year. The maintenance plan will include the cutting of grass and the 
cleaning of these sites on weekly basis .To ensure that the graves are provided in time or as requested 
certain days will have to be allocated for the digging of graves. The cutting of grass at some grave sites 
will be done by EPWP workers with the assistance of municipal workers. Also fencing and routine 
maintenance of these graves is done in-house and is proving to be beneficial to the municipality. 


3.9 CHILD CARE; AGED CARE; SOCIAL PROGRAMMES 
The municipality has an established Special Programmes Unit (SPU) under the office of the Mayor. 
However, in terms of reporting lines, this unit reports to the Senior Manager: Strategic Planning and 
Local Economic Development. The core focus of the unit is the implementation of youth, disabled, 
women, elderly and children programmes and projects. The Special Programmes Unit (SPU) facilitates 
the integration and mainstreaming of the designated groups into the development of the Municipality by: 
Creating the necessary/conduce environment both internal and external through establishment of 
structures that will promote participation of youth, Woman, Disabled, Children, Elderly and HIV/AIDS 
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infected individuals in our local Municipality. Developing Policies, strategies and plans for the above 
groups for integration, mainstreaming, and alignment of such policies, plan and strategies into the sector 
plans of the Local Municipality, Maintaining a mutual relationship between stakeholders in an endeavour 
to share experiences, align programmes and plans harness resources for better implementation of 
policies, strategies and plans 

Below is the list of special project and programmes that the municipality during the period under review: 

• Partnership with NGO’s 

• Miss Nkonkobe beauty pageant 

• Youth Build (NYDA) 

• Women Empowerment 

• Older Persons Service Centre's 

• HIV/AIDS Programmes/Campaigns 

Relations and Partnerships established 

SPU has strong partnership/relationship with NGO's such as Love Life, Indyebo Community 
Development Forum (alignment of programmes with SPU and financial assistance), Footprints of Hope 
(computer lab/school for young people around the area of Nkonkobe), Fort Beaufort Children & 
Orphanage Service Centre (Capacity Building and Financial Assistance) and Eluthandweni 
Rehabilitation Centre (financial assistance) 

Another key and successful project was Youth Build; this was a programme involving Nkonkobe Local 
Municipality, National Youth Development Agency (NYDA) and Eastern Cape Department of Human 
Settlements - which conducted Youth Build training. The purpose of the youth build was to provide 
youth with Nkonkobe Local Municipal Area with a workplace-based learning opportunities and hands-on, 
practical experience, with a particular focus on construction opportunities, Target group, unemployed 
young people between the ages of 18-35 and 60% women and 40% men. There were a number of 
youth in Nkonkobe who go the necessary training on this project and will be utilised even in some of the 
municipal infrastructural projects. 
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3.10 FIRE ' 

Nkonkobe Municipal Fire and Rescue Unit as a first responder to incidents is dedicated to protecting and 
serving the entire community with a commitment to professionalism and performance excellence. The 
municipality contributes to prevention of human life from fire and other hazards, advance public safety 
through fire prevention, investigation and educational programmes. 

The core functions of the unit are the following: 

• Fire suppression: deliver fire & rescue services to all Nkonkobe residents, 

• Fire prevention: Improve quality of life through pro-active services, including education, 
Inspection and awareness campaigns, 

• Fire administration: provide leadership and visionary and direction for the Nkonkobe Fire & 
Rescue Services, 

The average turnout varies between day and night. During the day, turnout is 3 minutes from the time of 
the call, depending on the location of the call. It varies from 10 minutes to 45 minutes on tarred road, 
taking more than an hour to rural areas. Night time turnout takes between 20 minutes to 30 minutes due 
to response from home. 


Job Level 
Fire Fighters 


Administrators 

Chief Fire Officer 

Other Fire Officers 

0-3 

4-6 

7_9 

10-12 

13-15 

16-18 

19-20 

Total i 


Employees: Fire Services 

2014/2015 

Employees Vacancies (fulltime 

equivalents) 


Vacancies (as a % of 
total posts) 


3.11 SPORT AND RECREATION 

SPORT may be defined as an activity that requires a significant level of physical involvement and in 
which participants engage in either a structured or unstructured environment, for the purpose of 
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declaring a winner, though not solely so; or purely for relaxation, personal satisfaction, physical health, 
emotional growth and development. RECREATION is a guided process of voluntary participation in any 
activity which contributes to the improvement of general health, well-being and the skills of both the 
individual and society. 

The Municipality’s key stakeholder in the development of Sport and Recreation is the Nkonkobe Sports 
Council (NSC). Nkonkobe Sports Council provides technical support to the Municipality to facilitate and 
development of sport in our Communities. [Furthermore] The Municipality assists the NSC in developing 
structured sporting codes in communities by having an operational plan that includes administration 
workshops, coaching and umpiring clinics in order to have a high standard of competitions in the area. 


Priorities 

1 . Nkonkobe Mayors Cup 

Nkonkobe Municipality Provides financial support to Associations at town level and in individual 
participation through the Nkonkobe Mayors Cup. Codes participating at town level are boxing; Cricket, 
netball, rugby, hockey & football and individual participation codes are horse racing & athletics (10km 
race). The financial support comes in the form of prize money after the tournament finals and is intended 
to assist the Associations in doing administrative duties. The Department of Sport, Recreation, Arts and 
Culture (Amathole District) assist by selecting players to be part of the Amathole Mayors Cup 
tournament. It also affords an opportunity to athletes to be scouted by academies and other Federations 
for their development. The host area for the tournament rotates annual amongst the Administrative 
towns of Nkonkobe and a legacy is left in order to improve the quality of sport in that area. This legacy is 
in the form of levelling sports fields and having proper goal posts installed for codes identified by the 
LOC and also guided by budget availability. 




2. Wards Championships 

Nkonkobe Municipality Provides financial support to affiliated clubs in the Nkonkobe area through the 
Nkonkobe Wards Championship tournament. Participating codes are netball, football and rugby. In 
efforts of having more clubs within our Municipality we involve the Councillors to assist in motivating the 
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I local clubs to become affiliates of local Federations in order for them to be part of the tournament. The 
financial support comes in the form of vouchers in order for the clubs to purchase equipment needs for 
\ ^eir c ^ u ^ s> The Federations do selection of players that would participate in the Nkonkobe Mayors Cup. 


| 3. Nkonkobe National Heritage Rugby Tournament 

Nkonkobe Municipality Provides financial support to the custodians of the tournament who are the 
Victoria East Rugby Union and UFH Rugby Club to develop rugby at local level and also at national 
level. The tournament accommodates for 13 local clubs falling within the Nkonkobe Municipal 
boundaries and 7 premier league status clubs from other parts of the country. From all these 
tournaments a key component of scouting and identifying talent from the athletes is always 
accommodated by inviting the relevant academies and Federations at District level 

O 

4. Sports Council Programmes 

| Nkonkobe Municipality provides financial support to the NSC in order for their office to function as the 
| coordinating and monitoring structure of sport in the communities. Their programmes aim at ensuring 

; ^ oca * Sport Councils and Federations are functional & in good standing. Ensuring the safety and 

development of its members. 


O 


3.12 EXECUTIVE AND COUNCIL 

The collective leadership is established in terms of chapter 4 of the Local Government: Municipal 
Structures Act 1998 (Act 117 of 1998) - (Internal Structures and Functionaries). In Part 1 deals with the 
establishment of the executive committees. Nkonkobe Local Municipality has collective executive 



Employees: Sport and Recreation 


2014/2015 

Job Level 

Posts 


Employees 

Vacancies (fulitime 
equivalents) 

Vacancies (as a % of 
total posts) 


No. 


No. 

No. 

% 

0-3 





4-6 





7-9 





10-12 

2 

2 

0 

0% 

13-15 





16-18 





19-20 





Total 


-_li 

2 

0 

0% 
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systems which allows for the exercise of executive authority through an executive committee in which 
the executive leadership of the municipality is collectively vested. 

The Municipal Council is established in terms of section 157 (1) of the Constitution of the Republic of 
South Africa 1996 and Section 22 (1) of the Local Government: Municipal Structures Act 1998. This 
section stipulates that a local council consists of councillors elected in accordance with schedule 1, by 
voters on the municipal segment of the national common voters roll to proportionally represent parties 
and by voters represented in the wards to directly represent their wards. It is composed of the Speaker 
of Council who presides at meetings of the council and must ensure that council meets at least 
quarterly, the Chief Whip who is appointed by council and has to ensure that councillors attend to their 
duties and account to their constituencies and gives political management of council meetings and 
councillors elected in terms of schedule 1. 


Employees: The Executive and Council I 


|___ . 2014/2015 


Posts 

Employees 

Vacancies (fulltime 

Vacancies (as a % of total 

Job Level 



equivalents) 

posts) 


No. 

No. 

No. 

% 

0*3 





4-6 





7-9 

4 

3 

1 

25% 

10-12 

2 

1 

1 

50% 

13-15 





16-18 

i 

1 

0 

0% 

19-20 





Total 

7 

5 

2 

29% 


| 3.1 3 FINANCIAL SERVICES 

Department of Finanace is the hub of the municipality as it creates an enabling environment for the 
municipality to render services to the community. The key highights for financial services department 
during the period under review as as follows: 

• Having managed to raise accurate accounts and deliver them to consumers with a reasonable 
period of time 

• s71 ports were submitted monthly to National Treasury by not later than the 1 0 th working day 

• Compile and submit AFS to AG by 31 August 

• Developed and mantained a GRAP compliant asset register 

NKONKOBE Municipality Final Annua! Report [ CHAPTER 3 - SERVICE DELIVERY PERFORMANCE 66 

(PERFORM ANCE REPORT PART I) 


o 


o 





Managed to raise revenue and manage the cashflow of the municipality so as to keep the 
municipality afloat and in a position to render services to the community of Nkonkobe 
Municipality. 




IT 


Debt Recovery 

R' 000 

Details of the types of account 
raised and recovered 

2013/2014 

2014/2015 

Actual for accounts 
billed 

Billed in Year 

Actual for 
accounts billed 
in year 

Proportion of 
accounts 
value billed 
that were 
collected % 

Property Rates 

35,299,594.00 

52 998,116.00 

27 955,133.27 

53% 

Electricity - B 

273,727.00 

250000.00 

290 048.00 

116% 

Electricity - C 

28,009,498.00 

30 787752.00 

13 806366.82 

45% 

Refuse 

9,440,372.00 

10 049 928.00 

2 570 674.53 

26% 

Other 

2473492.00 

835367.00 

835 367.00 

100% 

8- Basic; C= Consumption. See chapter 6 for the A uditor General's rating of the quality of the financial Accounts and the 
systems behind them. 


Employees: Financial Services 1 


2014/2015 1 


Posts 

Employees 

Vacancies (fulltime 

Vacancies (as a % of total 

Job Level 



equivalents) 

posts) 


No. 

No. 

No. 

% 

0-3 

0 

0 

0 


4-6 

0 

0 

0 


7-9 

17 

8 

9 

53% 

10-12 

15 

12 

3 

20% 

13-15 

2 

2 

0 

0% 

16-18 

8 

5 

3 

38% 

19-20 

1 

1 

0 

0 

Total 

43 

28 

15 

35% 


Debt management and revenue collection is one of the core functions of the municipality that plays a 
pivotal role and both these functions enable the municipality to render basic services to the 
communities. Although the municipality is a rural municipality it has continually strived to be self- 
sufficient through generating its own revenue in order to fund its activities and debt management and 
collection is one of the strides that was undertaken to collect revenue. 


The collection percentage per service type for the year 2014/2015 is as follows: 
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For rates the municipality has managed to collect 53% of the total amount billed and this is due to the 
fact that the municipality implemented 3 supplementary valuation rolls of which the last one was 
implemented one month before the financial year end thus giving the municipality less time to implement 
debt management before the close of the year. Basic electricity yielded a return of 116% while collection 
for electricity consumption stands at 45%. Electricity tampering and ill-infrastructure remain one of the 
biggest attributing factors to low collection of electricity income. Refuse collection yielded a return of 
33% and the main attributing factor are the limited means and controls that can be implemented by the 
municipality to prompt payment in areas where the electricity is supplied by Eskom. 

While the municipality implements its debt management strategies with great tenacity, there are, 
however, challenges that clouds these achievements such as the ability of our debtors to settle their 
current debt within 30 days and settle their arrear accounts within one financial year. The verification of 
government properties prior to government settling their rates accounts also hinders on the municipal 
collection efforts as these verification exercises are lengthy and the relevant government offices 
performing this exercise are under capacitated. Another attributing factor to the low collection in service 
charges is the areas whose supply of electricity is not under Nkonkobe municipality, as it is hard to 
implement controls (electricity cut-off) to probe payment for services rendered and for property rates. 

1 3. 1 4 HUMAN RESOURCE SERVICES 

Nkonkobe Local Municipality has a huge challenge in retaining staff in general. This can be attributed to 
the fact that the labour market in which we operate and most other factors such as the inability of the 
organisation to introduce relevant incentive schemes that will contribute positively to staff retention. 
Provision for the filling of vacancies is done annually, and the biggest challenge in filling vacancies 
relates to financial constraints. 


Employees: Human Resource Services 

2014/2015 


Job Level 

Posts 

Employees 


Vacancies (fulltime 
equivalents) 

Vacancies (as a % of total 
posts) 


No. 

No. 


No. 

% 

0-3 

0 

0 

0 

0% 

4-6 

0 

0 

0 

0% 

7-9 

1 

1 

0 

0% 
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(ICT) 


3.15 INFORMATION AND COMMUNICATION TECHNOLOGY 
SERVICES 

The ICT unit is responsible for carrying out in an effective manner the following functions: 

• Planning 

• Network 

• Data 

• Security 

• Support 


ICT contributes in development of the business objectives; customize software to meet the needs of the 
various departments in Nkonkobe Local Municipality. ICT is also there to assist in increasing flexibility 
and responsiveness. Another major function is to develop and operate a network to support effective 
communication and collaboration. Tools are developed to collect, store, and monitor, secure and 
distribute data to employees who need access to information. 

As per the ISO standards the municipality must have a datacentre with restricted access to store all the 
data. A server room was constructed with new servers installed with enough capacity to store all data 
and accessible to everyone relevant to a particular application requested. A backup system is in place to 
protect the users from losing their data and is monitored timeously. 

All satellite offices are linked to the main site for connectivity via a Telkom VPN link and they can access 
the internet and email with ease. Also a website has been developed and information is being uploaded. 
An ICT strategy was developed and has been adopted, making it easy to govern the ICT unit. 
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I 


! Employees: ICT Services 1 


2013/2014 

2014/2015 1 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a 
% of total posts) 


No. 

No. 

No. 

No. 

% 

7-9 

0 

1 

0 

1 

100% 

10-12 

0 

2 

0 

2 

100% 

13-15 

3 

5 

3 

2 

40% 

16-18 

1 

2 

1 

1 

50% 

Total 

4 

10 

4 

6 

60% 


3.16 PROPERTY; LEGAL; RISK MANAGEMENT AND PROCUREMENT 
SERVICES 


Employees: Property; Legal; Risk Management; and Procurement Services i 


2014/2015 i 

Job Level 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % of 
total posts) 


No. 

No. 

No. 

% 

7-9 

7 

6 

1 

14% 

10-12 

3 

2 

1 

33% 

13-15 

3 

2 

1 

67% 

16-18 

2 

2 

0 

100% 

Total 

15 

12 

3 

20% 


i 

t 
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CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT PART II) 


4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 


Employees 

Description 

2013/2014 

2014/2015 

Employees 

No. 

Approved 

Posts 

No. 

Employees 

No. 

Vacancies 

No. 

Vacancies 

% 

Electricity 

15 

19 

12 

7 

37% 

Waste Management 

61 

90 

51 

39 

43% 

Housing 

3 

7 

3 

4 

57% 

Roads 

17 

45 

12 

33 

73% 

Transport 

13 

16 

13 

3 

19% 

Local Economic Development 

9 

11 

8 

3 

27% 

Planning (Strategic & Regulatory) 

2 

3 

2 

1 

33% 

Local Economic Development 

9 

11 

8 

3 

27% 

Community & Social Services 

18 

35 

15 

20 

57% 

Environmental Protection 

1 

4 

1 

3 

75% 

Security and Safety 

32 

62 

47 

15 

24% 

Sport and Recreation 

1 

2 

2 

0 

0% 

Totals 

181 

305 

174 

131 

43% 


Vacancy Rate: 2014/2015 

Designations 

*Totai Approved 

'Vacancies 


'Vacancies 


Posts 

(Total time that 


(as a proportion of 



vacancies exist 


total posts in each 



using fulltime 


category) 



equivalents) 




No. 

No. 


% 

Municipal Manager 

1 

1 

100% 

CFO 

1 

0 

0% 

Other S57 Managers (excluding Finance Posts) 

3 

0 

0% 

Other S57 Managers (Finance posts) 

1 

0 

0% 

Peace officers 

20 

3 

15% 

Fire fighters 

16 

11 

69% 

Senior management: Levels 13-16 (excluding Finance Posts) 

21 

7 

33% 

Senior management: Levels 13*16 (Finance posts) 

9 

3 

33% 

Highly skilled supervision: levels 9*12 (excluding Finance posts) 

49 

14 

29% 






Highly skilled supervision: levels 9-12 (Finance posts) 

5 

0 

Total 

126 

39 


Details 


Turn-over Rate 


Total Appointments as of 
beginning of Financial Year 


Terminations during the 
Financial Year 


Turn-over Rate* 


2013/2014 
2014/ 2015 


4.2 POLICIES 


Name of Policy 


HR Policies and Plans 

Completed Reviewed Date adopted by council or comment 

on failure to adopt 


1 Affirmative Action 

2 Attraction and Retention 

3 Code of Conduct for employees 

4 Delegations, Authorisation & Responsibility 

5 Disciplinary Code and Procedures 

6 Essential Services ~ 

7 Employee Assistance / Wellness 

8 Employment Equity 

9 Exit Management 

10 Grievance Procedures 

ll HIV/Aids ' 

12 Human Resource and Development 

13 Information Technology 

14 Job Evaluation 

15 Leave 

16 Occupational Health and Safety 

17 Official Housing 

18 Official Journeys 


SALGBC Guidelines 


SALGBC Guidelines 
SALGBC Guidelines 


5-Dec-12 


28-Jan-13 


5-Dec-12 


l-Jul-11 



28- Jan-1 3 

5-Dec-12 

5-Dec-12 
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33 Travel & Subsistence Policy 


34 Demotion & Transfer Policy 


35 Cellular Phone Policy 


[ 

j 

36 

Fleet Management Policy 

100% 

j 

37 

Induction Policy 

100% 


33 

Other: 



Use name of local policies if different from above and at any other HR policies not 
listed. 


5-Dec-12 


5-Dec-12 


5-Dec-12 


4.3 INJURIES, SICKNESS AND SUSPENSIONS 

Number of days and Cost of Sick Leave (excluding injuries on duty) 
j Total sick I Proportion of I Employees j Total TVS 


Salary band 


sick leave 
without 
medical 
certification 


using sick employees in 
leave post* 


‘Average sick Estimated 
leave per cost 


Employees 



Days 

% 

No. 

No. 

Days 

Lower skilled (Levels 1-2) 

0 

0% 

0 

0 

0.00 

Skilled (Levels 3-5) 

128 

16% 

29 

69 

0.46 

Highly skilled production (levels 6- 

230 

28% 

47 

106 

0.83 
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Highly skilled supervision (levels 
9-12) 

647 

28% 

66 

67 

2.34 


Senior management (Levels 13- 
15) 

77 

16% 

12 

30 

0.28 


MM and S57 

22 

2% 

3 

4 

0.08 


Total 

1104 

15% 

157 

276 

4.00 

0 

’ - Number of employees in post at the beginning of the year 

* Average is calculated by taking sick leave in column 2 divided by total employees in column 5 T 4.3.2 


Number and Period of Suspensions 

Position 

Nature of Alleged 

Misconduct 

Date of 

Suspension 

Details of Disciplinary Action taken or Status 
of Case and Reasons why not Finalized 

Date Finalized 

Manager: 

Electricity 

The employer was charged 
for failing to manage the 
electricity department 
causing the municipality to 

incur millions in revenue loss 

as a result of tempering and 

by-passing of meter boxes 

by the consumers 

28 October 

2014 

The matter was postponed twice at instance of 
the employee part. DC was rescheduled for April 

and still not finalised 

The case is still in 

progress as at June 

2015 

Manager: PMU 

Gross insubordination 

May 2015 

Contract of Employment expired before the case 

could be finalized 

September 2015 

Plant Operator 

X2 

Theft 

3 July 201 5 

No delays 

Matter was finalised in 

September 2014 


4.4 PERFORMANCE REWARDS O 


There were no performance rewards given to employees during the period under review. 
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SKILLS DEVELOPMENT AND TRAINING 










Financial Competency Development: Proqress Report* i 

Description 

A, 

Total number of 
officials employed 
by municipality 
(Regulation 14(4)(a) 
and (c)) 

Consolidated 

Consolidated: Total number 
of officials whose 
performance agreements 
comply with Regulation 16 
(Regulation 14(4)(f)) 

Consolidated: Total 
number of officials that 
meet prescribed 
competency levels 
(Regulation 14(4)(e)) 

Financial Officials 





Accounting officer 

0 

0 

0 

0 

Chief financial officer 

1 

1 

0 

1 

Senior managers 

0 

0 

0 

0 

Any other financial officials 

4 

4 

0 


Supply Chain Management Officials 





Heads of supply chain management units 

1 

1 

0 


TOTAL 

6 

6 

0 

5 


Management level Gender 


Employees 
as at the 
beginning of 
the financial 
year 


Original Budget and Actual Expenditure on skills development Year 1 ( 

Leamerships Skills programmes Other forms of Total ' 

& other short training 

courses 


MM and S57 Female 
Male 


Legislators, senior Female 
officials and 


Original Actual 
Budget 

1 200000 172399.00 


Origlna 


Budget 


Original Actual Original I Actual 
Budget Budget 




























COMMENT ON SKILLS DEVELOPMENT AND RELATED EXPENDITURE AND ON THE 
FINANCIAL COMPETENCY REGULATIONS: 

There is effective implementation of training plans and the variance between actual and budgeted 
expenditure was caused by some cancellation of payments. The level of expenditure will increase in 
future years. 


4.6 EMPLOYEE EXPENDITURE 



Number Of Employees Whose Salaries Were Increased Due To Their Positions Being Upgraded 


Beneficiaries 


Lower skilled (Levels 1-2) 

Skilled (Levels 3-5) 

Highly skilled production 
(Levels 6-8) 
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Employees Whose Salary Levels Exceed The Grade Determined By Job Evaluation 


Occupation 

Number of employees 

Job evaluation level 

Remuneration level 

Reason for deviation 

UNSKILLED 

73 

TG2-TG4 

TG3-TG5 

INTERNAL SALARY INCREASES 

SE Ml SKILLED 

138 

TG5 -TG9 

TG6-TG10 

INTERNAL SALARY INCREASES 

SKILLED 

47 

TG10-TG14 

TG11-TG15 

INTERNAL SALARY INCREASES ! 

MANAGEMENT 

15 

TG15-TG19 

TG16-TG20 

INTERNAL SALARY INCREASES 
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[chapter 5 - FINANCIAL PERFORMANCE """"""" 

Finance department is divide into 5 sub sections namely, revenue, expenditure, supply chain, assets 
and budget section in the year under review. The municipality's revenue collected (Excluding Grants) 
increased by 30.28% as compared to the previous financial year. The biggest portion of the increase is 
due to debt collection strategies that were put in place. Expenditure increased by 0.66% when compared 
to the prior year. 

Spending on capital budget was 84% compared to the budget. The municipality has applied for MiG roll- 
over of R 6.1 million. Only R 3.8 million of R 6.1 million was approved. 

The municipality engaged services of outside service provider to a limited extent when compared to prior 
years. Most projects were implemented using in-house resources. Consultants were only used where 
the municipality did not have the required expertise on the project. 


PROJECT NAME 

AMOUNT PAID 

Construction of council chamber 

R 16 635 742.75 

Electrification of rural areas 

R 1 503 939.02 

Implementation of energy efficiency and demand side 
management programme 

R 3 024 398.80 

Consulting services for construction of council 
chamber 

R 2 705 088.27 

Construction of Middledrift chicken abattoir 

R 979 671.36 


5.1 STATEMENTS OF FINANCIAL PERFORMANCE 

Refer to Annual Financial Statements as annexed 


5.2 GRANTS 


Grant Performance 

, R' 000 

Description 

Year -1 

YearO 

Year 0 Variance 

Actual 

Budget 

Adjustments 

Budget 

Actual 

Original Budget 
(%) 

Adjustments 

Budget 

(%) 

Ooeratina Transfers and Grants 

National Government: 

Equitable share 

Municipal Systems improvement 


97 878 

97 878 

97 878 




94 338 

890 

94 338 

890 

94 338 

890 
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Department of Water Affairs 


_ 

_ 





Levy replacement 

Other transfers/g rants [insert 



- 


- 



description] 


2 650 

2650 


2 650 



Provincial Government: 


2 880 

9 599 

13 280 



Health subsidy 

Housing 

Ambulance subsidy 

Sports and Recreation 

Other transfers/grants [insert 





801 



description] 








Other: EPWP 


2180 



2180 



Other: INEP 


- 

3 600 


3 600 



Other: EDDMS 


- 

5 999 


5 999 



Other: ECDLGTA 


700 



700 



District Municipality: 


- 

- 

_ 



[insert description] 






0 

Other grant providers: 

- 

- 

- 

- 


[insert description] 







Total Operating Transfers and Grants 

- 

100 758 

107 477 

111 158 

0 



5.3 ASSET MANAGEMENT 

Asset management refers to all activities and process carried out during the cycle of acquisition or 
construction, maintenance, renewal or refurbishment and disposal of all resources consumed during the 
provision of services by the municipality to the communities or customers. These resources are 
consumed on the basis that there is future economic benefit derived from their consumption or their 
utilisation results in economic benefit for the municipality. 


The municipality implemented a full GRAP compliance assets register in 2011-2012 financial year. An 
asset management policy was designed and is in the implementation stage. In the meantime, the 
municipality is making use of the Asset Management Framework that was issued by National Treasury 
in 2008. The municipality maintains two assets registers, namely movable asset register and immovable 
asset register. The municipality compiles movable asset register on its own, and uses service providers 
to compile immovable asset register. The asset management division consists of an asset clerk, asset 
management officer and the chief accountant. The division is not fully capacitated as yet, as there are 
still vacant posts with the section, The asset management staff attended asset trainings within the year 
under review, including GRAP updates. 
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Capital assets are classified as follow: 

• Property plant and equipment 

• Land and Buildings 

• Infrastructure Assets 

• Heritage Assets 







"i 


. OF THE THREE LARGEST ASSETS ACQUIRED YEAR 2014/2015 : . : ^ 'H 

Asset 1 •• • *V 

Name 

DOZER D6R 

Description 

TIPPER TRUCK CLA 26 280 

AssetType 

PIA NT 

Key Staff involved 

FLEET MANAGER 


Staff Responsibilities 

CONTROLLING AND MAINTANANCE OF MUNICIPAL ASSETS 


Asset Value 

Year -3 

Year -2 

Year-1 

Year 0 

- 

- 

1 229 321 

2 788 258 

Capital Implications 



Future Purpose of Asset 

REVENUE GENERATION AND SERVICE DELIVERY 

Describe Key issues 


Policies in Place to Manage Asset 

ASSET MANAGEMENT POLICY 

■ Asset 2 . • ■!'. 

Name 

REFUSE TRUCK 19M3 ISUZU 

Description 

TIPPER TRUCK CLA 26 280 

AssetType 

PLANT 

Key Staff Involved 

FLEET MANAGER 

1 

Staff Responsibilities 

CONTROLLING AND MAINTANANCE OF MUNICIPAL ASSETS 

Asset Value 

Year -3 Year -2 

Year-1 

■ Year 0 



1 334765 

Capital Implications 



Future Purpose of Asset 

REVENUE GENERATION AND SERVICE DELIVERY 

Describe Key Issues 


Policies in Place to Manage Asset 

ASSET MANAGEMENT POLICY 

•. '• Asset 3 Y ••• 

Name 

GRADER 140K 

Description 

TIPPER TRUCK CLA 26 280 

AssetType 

PLANT 

Key Staff Involved 

FLEET MANAGER j 

Staff Responsibilities 

CONTROLLING AND MAINTANANCE OF MUNICIPAL ASSETS 


Year -3 ; 

Year -2 

Year -1 , 

YearO 

Asset Value 



626 000 

1 419 847 

Capital Implications 



Future Purpose of Asset 

REVENUE GENERATION AND SERVICE DELIVERY 

Describe Key Issues 


Policies in Place to Manage Asset 

ASSET MANAGEMENT POLICY ~ l 

1 r 5.12 


o 


o 


Repair and Maintenance Expenditure: 2014/2015 

. R’ 000 


Original Budget 

Adjustment 

Budget 

Actual 

Budget variance 

Repairs and Maintenance Expenditure 

R6 960 000 

R5 267 504 

R17 752252 

-155% 
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Repairs and maintenance in the year under review was 7% of total expenditure. The actual amount 
spent was 55% more than the budget. Explanation for variance is on Appendix B of the Annual Financial 
Statements. 


5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS 






Liquidity Ratio 



Data used from MBRR SA8 


Cost Coverage 



| Cost Coverage- It explains how many months expenditure can be covered by the cash and other 
| liquid assets available to the Municipality excluding utilisation of grants and is calculated 

Data used from MBRR SA8 








Total Outstanding Service Debtors 



\ Total Outstanding Service Debtors - Measures how much money is still owed by the community j 
! for water, electricity, waste removal and sanitation compared to how much money has been paid j 

- for these services.* It is calculated by dividing the total outstanding debtors by the total annual J 

revenue. A lower score is better. 


Debt Coverage 



j Oebi Coverage- The number of times debt payments can be accomodated within Operating revenue j 
| (excluding grants) * This in turn represents the ease with which debt payments can be accomodated j 
i - by the- municipality - J 

Data used from MBRRSA8 
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Creditors System Efficiency 


120 . 0 % 


100.0% 4— 


92,0%- 



• Creditors System Efficiency 


Year -3 


Year -2 


Year-1 


Current Year 2014/15 


I Creditor System Efficiency - The proportion of creditors paid within terms (i.e. 30 days). This 
\ ratio is calculated by outstanding trade creditors divided by credit purchases 

Data used from MBRR SA8 


Capital Charges to Operating Expenditure 


2 : 2 % 


2 . 0 % 4 — 


1.5% f 


0.5% 4 - 


0 . 0 % 


Year -3 


— Capital Charges to Operating 
^'"Expenditure 


Current Year 2014/15 


Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital interest | 
and principle paid by the total operating expenditure. j 

Data used from MBRRSA8 
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Employee Costs 



| Employee cost - Measures what portion of the revenue was spent on paying employee costs. It 
| is calculated by dividing the total employee cost by the difference between total revenue and 
capital revenue. _ — 

— DatajjsedJromJv!BRR£AfL_„ 

T 5.4.7 


Repairs & Maintenance 



| Repairs and Maintenance - This represents the propotion of operating expenditure spent and is 
I calculated by dividing the total repairs and maintenace. 


Data used from MBRRSA8 


5.4.8 
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COMMENT ON FINANCIAL RATIOS: ' ~ 

Liquidity ratio: Current: Assets/Current Liabilities. The ratio's result is 1:0.9 which is lower than the 
norm. The municipality is having financial challenges. This ratio shows that the municipality is unable to 
meet its short term financial obligations. The municipality is working towards achieving a 1:1 ratio. 

Cost Coverage Ratio: Cash and Cash equivalent/operating Expenditure. The ratio’s result is 0,3 
months. The municipality has a ratio below the norm of 1 to 3 months, it shows that the municipality will 
not be able to meet its obligations to provide basic services and its financial commitments are 
compromised. It also shows that the municipality is grant depended. 



Debt Coverage: Long Term + Short Term Borrowing/Total Operating Revenue - Operating Conditional 
Grant. The ratio’s result is 5.6. It means that the municipality is not effective enough to generate its 
revenue in order to cover outstanding debt payments. The municipality is grant dependent. 

Capital charges to operating expenditure: Interest paid/operating expenditure: The result of the 
formula is 2.6%. This shows that of the expenditure incurred, only 2.6% relates to interest. 


f 


i 


Employee Cost (Excluding Remuneration to Councillors): Employee Related Cost / (Total Operating 
Expenditure): The result of the formula is 34.6%, The municipality is within the norm. 

Repairs and Maintenance: Repairs and Maintenance/ Operating expenditure: The result of the formula 
is 7.3% which means that the municipality has spent 7.3% of its operating expenditure on repairs and 
maintenance. 

5.5 CAPITAL EXPENDITURE ~~ ~ 
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• The Capital Budget (2014/15) amounts to R 45 617 million of which R 15 000 million of the total 
Capital budget is being funded from internal generated funds. 


• The total capital expenditure amounts to R 38 387 million, of which R 14 930 million is being 
funded from internal generated funds. 

• Expenditure increased by 4% compared to the prior year actual. 

• Spending on Capital budget was 84% compared to final budget. 


• MIG spending was 96, 1 1 % compared to MIG allocation. 


• The municipality has applied for a MIG rollover of R 6,175 Million to National Treasury. 
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5.6 SOURCES OF FINANCE 


Capital Expenditure - Funding Sources: 201 3/ 2014 to Year 2014/ 2015 
R'000 




Year -1 

“2014/2015 

Details 


Actual 

Original 

Budget (OB) 

Adjustment 

Budget 

Actual 

Adjustment to 
OB Variance 
(%) 

Actual to OB 
Variance (%) 

Source of finance 









External loans 


0 

0 

0 

0.00% 

0.00% 


Public contributions and 
donations 


0 

0 

0 

0.00% 

0.00% 


Grants and subsidies 


27690 

27690 

29147 

0.00% 

5.26% 


Other: Own Revenue 


23 376 

23376 

30 093 

0.00% 

28.73% 

Total 


0 

51066 

51066 

59240 

0.00% 

34.00% 

'Percentage of finance 









External loans 








Public contributions and 
donations 








Grants and subsidies 





#DIV/0! 

15.5% 


Other 





#DJV/0! 

84.5% 

Capital expenditure 









Water and sanitation 








Electricity 





#DIW0! 

#DIV/0! 


Housing 



0 


#DIV/0! 

#DIV/0! 


Roads and storm water 


19885 

19885 

19885 

0.00% 

0.00% 


Other 


31181 

31181 

39355 

0.00% 

26.21% 

Total 


0 

51066 

50666 

63768 

#DIV/0! 

#DIV/0! 

Percentage of 

expenditure 









Water and sanitation 


0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIW0! 


Electricity 


0.0% 

14.4% 

7.1% 

#DJV/0i 

#DIV/0! 


Housing 


0.0% 

0.0% 

0.0% 

mm 

#DIV/0! 


Roads and storm water 


38.9% 

33.3% 

312% 

#DIV/0! 

#DIV/0! 


Other 


611% 

52.3% 

617% 

#DIV/0! 

#DIV/0! 
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Source of Finance and Capital Expenditure 



■■■ External loans 

■■■ Public contributions and donations 
mm Grants and subsidies 
■■■ Other: Own Revenue 
Water and sanitation 
“^“Electricity 
— i— Housing 

— Roads and storm water 
Other 


5.7 CASH FLOW 


Cash flows from operating activities were positive. Cash flows from investing activities comprises of 
acquisitions of PPE which includes infrastructure assets, movable assets and plant. Cash flows from 
financing activities comprises of payments made on piant that was acquired on hire purchase and 


machinery leases. 

The cash flow status of the municipality at year end was not sound. The municipality was over 
committed in the year under review. The municipality has put corrective measures in place to ensure 
that cash-outflows matches the inflows and that the municipality is not over committed. 

5T3 BORROWING AND INVESTMENTS 

The municipality had no borrowings and no investments during the period under review. 


5.9 PUBLIC PRIVATE PARTNERSHIPS 

There were no public, private partnerships during the year under review. 
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1 5.10 SUPPLY CHAIN MANAGEMENT 

The municipality has an approved Supply Chain Management Policy in place as per the directive of the 
SCM Regulations 2005. Procurement is made according the different thresholds enshrined in the SCM 
Regulations. One of the cornerstones of the successful implementation of Supply Chain Management is 
the establishment of well-functioning bid structures. 

The following is required from bid committee members: 

• Every member must sign a “Declaration of Interest” document provided by the Accounting 
Officer" 

• All members should be cleared at the level of “confidential 1 '; and or 

• Declare their financial interest annually to the accounting officer. 

Two officials have obtained the MFMA minimum competency qualifications. Three more officials are 
currently being up-skilled in terms of MFMA minimum competency qualification. 

5.11 GRAP COMPLIANCE 

The municipality adopted all effective GRAP standards as outlined in the Annual Financial Statements 
(AFS). The last GRAP standards which brought in major changes to the face of the AFS were GRAP 17 
on Property Plant and Equipment which was adopted in 2010/2011. The other adopted GRAP standards 
have had no major impact on the AFS. The Annual Financial Statements of the municipality have been 
declared as complying with GRAP standards. 
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f^HAFrER 6 - AUD[T0R G E N ERAL AUDIT FINDINGS 

The accounting officer of the municipality is responsible for the preparation and fair representation of the 
annual financial statements in accordance with the South African Standards of Generally Recognised 
Accounting Practice (GRAP) and the requirements of the Municipal Finance Management Act 2003 (Act 
56 of 2003) and for internal controls that management deems necessary to enable the annual financial 
statements to be prepared free from material misstatements whether due to fraud or error. 


Inview of the about the Constitution of the Republic of South Africa 1996, si 88 and section 4 of the 
Public Audit Act 2004 (Act 25 of 2004) states that the functions of the Auditor General includes the 
auditing and reporting on the accounts, financial statements and financial management of all 
municipalities. Moreover, the Local Government: Municipal Systems Act 2000 (Act 32 of 2000) states 
that the results of performance measurement must also be audited annually by the Auditor General. 

Auditor General issued a qualified opinion. This has been the case for the past 3 financial years. The 
municipality is committed to improving the opinion and has compiled an audit turnaround strategy with 
time frames and tasks allocated to specific individuals to ensure implementation. The project is 
championed by the CFO and regular feedback meetings are held to assess progress. 


6.1 AUDITOR GENERAL REPORT YEAR 0 

Auditor-Genera 

Report on Financial Performance Year 0* 

Status of audit report: 

Qualified Opinion 

Non-Compliance Issues 

Remedial Action Taken 

Submitted Financial Statements not prepared 
in all material aspects in accordance with 
section 122 of the MFMA 


Expenditure in contravention of section 15 of 
the MFMA 


No effective system of internal controls for 
debtors in place as required by section 62(2)f 
of the MFMA 


Interest not charged on accounts in arrears as 
required by the section 62(2)g of the MFMA 


Creditors not paid within 30 days of receipt as 
required by section 65(2)E of the MFMA 


reasonable steps not taken to prevent 
unauthorised, irregular, fruitless and wasteful 
expenditure as required by section 62(1 )d of 
the MFMA 










Awards made in contravention of section 1 12 of 
the MFMA and SCM regulation 44 


No investigation conducted to determine if 
anyone is responsible for unauthorised, 
irregular, fruitless and wasteful expenditure as 
required by section 32(2)(a)ii of the MFMA 


An effective system of internal controls for 
assets not in place as required by section 
63(2)c of the MFMA 


An effective system of internal controls for 
liabilities not in place as required by section 
63(2)coftheMFMA 


Long term debt incurred without approval of 
municipal council as requires by section 42(2)a 
of the MFMA 


Key Performance indicators not set out in the 
IDP as required by section 41(1)a of the 
municipal systems act, 


Measurable Performance targets not set out in 
the IDP as required by section 41(1)b of the 
municipal systems act, 


Performance management system and its 
controls were not adequate as required by the 
as required by section 38 of the municipal 
systems act and MPPMR 7 


The audit committee was not constituted in the 
manner required section 166(4)a of the MFMA 


The performance audit committee did not 
submit audit report on review of performance 
management systems as required by MPPMR 
14{4)(a)(iii) 


Internal Audit unit did not function as required 
by section 165 (2) of the MFMA 


An Acting CFO was appointed for more than 3 
months without the approval of a member of 
the executive council of local government 
which is in contravention of the sections 
54A(2A) and 56(1 )c of the MSA 
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Accessibility indicators 

Explore whether the intended beneficiaries are able to access services or outputs. 

Accountability documents 

Documents used by executive authorities to give “ full and regular u reports on the matters under their control 
to Parliament and provincial legislatures as prescribed by the Constitution. This includes plans, budgets, in- 
year and Annual Reports. 

Activities 

The processes or actions that use a range of inputs to produce the desired outputs and ultimately 
outcomes. In essence, activities describe " what we do". 

Adequacy indicators 

The quantity of input or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the regulations set out in Section 121 of the 
Munjcipal Finance Management Act, Such a report must include annual financial statements as submitted 
to and approved by the Auditor-General. 

Approved Budget 

The annual financial statements of a municipality as audited by the Auditor General and approved by 
council or a provincial or national executive. 

Baseline 

Current level of performance that a municipality aims to improve when setting performance targets. The 
baseline relates to the level of performance recorded in a year prior to the planning period. 

Basic municipal service 

A municipal service that is necessary to ensure an acceptable and reasonable quality of life to citizeni - 
withln that particular area. If not provided it may endanger the public health and safety or the environment. 

Budget year 

The financial year for which an annual budget is to be approved - means a year ending on 30 June. 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of outputs. 

Distribution indicators 

The distribution of capacity to deliver services. 

Financial Statements 

Includes at least a statement of financial position, statement of financial performance, cash-flow statement, 
notes to these statements and any other statements that may be prescribed. 

General Key performance 
indicators 

After consultation with MECs for local government, the Minister may prescribe general key performance 
indicators that are appropriate and applicable to local government generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating jobs. 

Inputs 

All the resources that contribute to the production and delivery of outputs. Inputs are n what we use to do the 
work". They include finances, personnel, equipment and buildings. 

Integrated Development 

Plan (IDP) 

Set out municipal goals and development plans. 

National Key performance 
areas 

• Service delivery & infrastructure 

• Economic development 

• Municipal transformation and institutional development 

• Financial viability and management 

• Good governance and community participation 

Outcomes 

The medium-term results for specific beneficiaries that are the consequence of achieving specific outputs. 
Outcomes should relate clearly to an institution's strategic goals and objectives set out in its plans. 
Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. Outputs may be defined as "what we 
produce or deliver". An output is a concrete achievement (i.e. a product such as a passport, an action such 
as a presentation or immunization, or a service such as processing an application) that contributes to the 
achievement of a Key Result Area. 

Performance Indicator 

Indicators should be specified to measure performance in relation to input, activities, outputs, outcomes and 

impacts. An indicator is a type of information used to gauge the extent to 

which an output has been achieved (policy developed, presentation delivered, service rendered) 

Performance Information 

Generic term for non-financial information about municipal services and activities. Can also be used 
interchangeably with performance measure. 

Performance Standards: 

The minimum acceptable level of performance or fhe level of performance that is generally accepted. 
Standards are informed by legislative requirements and service-level agreements. Performance standards 
are mutually agreed criteria to describe how well work must be done in terms of quantity and/or quality and 





* 

timeliness, to clarify the outputs and related activities of a job by describing what the required result should 
be. in this EPMDS performance standards are divided into indicators and the time factor. 

Performance Targets: 

The level of performance that municipalities and Its employees strive to achieve. Performance Targets” 
relate to current baselines and express a specific level of performance that a municipality aims to achieve 
within a given time period. 

Service Delivery Budget 
Implementation Plan 

Detailed plan approved by the mayor for implementing the municipality's delivery of services: including 
projections of the revenue collected and operational and capital expenditure by vote for each month. 
Service delivery targets and performance indicators must also be included. 

Vote: 

One of the main segments into which a budget of a municipality is divided for appropriation of money for the 
different departments or functional areas of the municipality. The Vote specifies the total amount that is 
appropriated for the purpose of a specific department or functional area. 

Section 1 of the MFMA defines a "vote" as: 

a) one of the main segments into which a budget of a municipality is divided for the appropriation of money 
for the different departments or functional areas of the municipality; and 

b) which specifies the total amount that is appropriated for the purposes of the department or functional 
area concerned 
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APPENDIX J - DISCLOSURES OF F I NAN Cl A lInTE RESTS 




Position 


Councillor 
Speaker (ward 9) 
Chief Whip 


Disclosures of Financial Interests 

Period 1 July to 30 June of 2015 (Current Year) 

Name Description of Financial interests' 

(Nil /Or details) 

AW Ntsangani Nil 

SP Matyila Nil 

N Gora Nil 

ME Mgengo ~Nii 

MJ Makeleni Nil 

L Sinyongo Nil 

NP Mlamla Nil 

SL Ngwentle Nil 

SKley Nil 

MC Nyangintaka Nil 

CN Mbalo Nil 

ZM Mpendu Nil 

X Dyantyi Nil 

AA Booysen Nil 

N Sango Biackie Nil 

M Matshaya (passed away) 

NV Gora Nil 

M Kata Nil 

TMjo Nil 

A Stofiie Nj] 

H Xelelwa Nil 

XV Mamase Nil 

T Matu Nil 

MDM Nyenyeku Nil 

T Ngaye Nil 

M Ncume Nil 

E Bantam Elten's Agric 

T Dwanya Nil 

CN Daniels Nij 

RA Kganedi Cartage Truck 

V Ndevu Nil 

C Guzi Nil 

SW Macakels Nil 

SA Penu Nij 

ZL Papu Nil 
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P Sixolo 

Dlokwayi General Dealer 


J Kanie 

Nil 


D Gysman (passed away) 



B Malawu 

Nil 


N Rulashe 

Nil 


MO Rawana 

Nil 

Acting Municipal 
Manager 

L Menze 

Nil 

Chief Financial Officer 

B Lubelwana 

Nil 

Other S57 Officials 

ZH Nkosinkulu 

Cawa General Trading 

NK Fololo 

Nil 


L Menze 

Nil 

* Financial interests to be disclosed even if they incurred for only part of the year. See MBRR SA34A TJ 
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^APPENDIX K: REVENUE COLLECTION PERFORMANCE BY VOTE AND BY' 
fSOURCE 




{APPENDIX K (i): REVENUE COLLECTION PE R F O R MAN CEB Y VO T E 

Revenue Collection Performance by Vote ~~ ~~~ 


R’ 000 


Year -1 

Current: 2014/2015 

2014/ 2015 Variance 

Vote Description 

Actual 

Original Budget 

Adjusted Budget 

Actual 

Original 

Budget 

Adjustments 

Budget 

Assessment Rates 


-24470 000 

-28 152 133 

-35299 594 

31% 

20% 

Basic Electricity 


-120 000 

-250 000 

437239 

73% 

43% 

Consumption Charges - Electricity 


-20 721 875 

-20 000 000 

-15 808444 

-31% 

-27% 

Connection Fee - Electricity 
Consumption Charges - Water 


-51 700 

-51 700 

-30 837 

-68% 

-68% 

Refusal Removal 


-7 692 975 

-7 000 000 

-9 431 534 

18% 

26% 

Sale of Electricity - Prepaid 


-10 000 000 

-14 486 197 

-11 958 337 

16% 

-21% 

Rental of Halls 


-162 303 

-162 303 

-143 897 

-13% 

43% 

Rental - Lease 


-100 000 

-100 000 

-1 510 

-6523% 

-6523% 

Rental of Municipal Houses 


-130 404 

-130 404 

-21 890 

496% 

496% 

Rental - Site 




-120 455 

- 

- 

Billboard Rentals 


-126 000 

-126 000 


#DIV/0! 

#DIV/0! 

Rental - Plant/Tools 




-154 

- 

- 

Interest on Bank Account 


-500 000 

-500 000 


#DIV/0l 

#DIV/0! 

Interest on Investment 


-1 500 000 

-1 500 000 

-590 406 

-154% 

-154% 

Interest -Arrear Debtors 


-5 000 000 

-5 000 000 

-936 503 

434% 

434% 

Interest - Assessment Rates 


-2100 000 

-3 100 000 

-2455 940 

14% 

-26% 

Interest - Service Charges 


-2 100 000 

-2 500 000 

-10111 

-20670% 

-24626% 

Fines 


-300 000 

-300 000 

-196 955 

-52% 

: -52% 

Learners and Drivers Testing 


-2 200 000 

-2 425 000 

-2 765 651 

20% 

12% 

Any Other -MSIG Grant 


-890 000 

-890 000 

-890 000 

0% 

0% 

Equitable Share (Operating) 


-94 338 000 

-94 338 000 

-94 338 000 

0% 

0% 

Finance Management Grant 


-1 650 000 

-1 650 000 

-1 650 000 

0% 

0% 

Subsidies 


-1 000 000 

-9 625 000 

-5 387189 

81% 

-79% 

Any Other -MSIG Grant 


-29 147 000 

-29 147 000 

-29 147 000 

0% 

0% 

Bad Debts Recovered 


-4 000 000 

-3 000 000 


#DiV/0! 

#DlV/0! 

Building Plans 


-115500 

-110 000 

-40185 

487% 

-174% 

Burial & Cemetery 


-61 500 

-50 000 

-29 910 

406% 

-67% 

Commission Received 


-126000 

-100 000 

-107 687 

-17% 

7% 

Deposits Tender 


-105 000 

-105 000 

-56535 

-86% 

-86% 

EPWP 


-2 180 000 

-2180 000 

-2 180 000 

0% 

0% 
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j;APPENDIX K (ii): REVENUE COLLECTION PERFORMANCE BY SOURCE 



Revenue Collection Performance Nkonkobe Local Municipality 


R'000 

Description 

2012/2013 

2014/2015 

2014/2015 Variance 

Actual 

Original Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

Adjust 

merits 

Budge 

t 

Property rates - penalties & collection 







charges 

19 393 

24470 

28152 

35 299 

31% 

20% 

Service Charges - electricity revenue 

29 667 

30885 

34 788 

28 226 

-9% 

-23% 

Service Charges - water revenue 

- 

- 

- 

- 

0% 

0% 

Service Charges - sanitation revenue 

- 

- 

- 

- 

0% 

0% 

Service Charges - refuse revenue 

8 886 

7 693 

7 000 

9440 

19% 

26% 

Service Charges - other 

- 

- 

- 

- 

0% 

0% 

Rental of Facilities and equipment 

264 

519 

519 

288 

-80% 

-80%- 

interest earned - external investments 

900 

2 000 

2000 

590 

-239% 

-236,^ 

Interest earned - outstanding debtors 

1817 

920 

10 600 

3403 

73% 

-211% 

Dividend received 

- 

- 

- 

- 

0% 

0% 

Fines 

113 

300 

300 

197 

-52% 

-52% 

Licences and permits 

- 

- 

- 

- 

0% 

0% 

Agency services 

- 

2 200 

2 425 

- 

0% 

0% 

Transfer recognised - operational 

- 

100 058 

108 683 

- 

0% 

0% 

Other revenue 

1398 

18 365 

25164 

2 474 

-642% 

-917% 

Gains on disposal of PPE 

- 

- 

- 

- 

0% 

0% 

Environmental Protection 

- 

- 

- 

_ 

0% 

0% 

Total Revenue (excluding capital 
transfers and contributions) 

62 

187 

220 

80 

-134.51% 

174.82 

% 
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APPENDIX R - 
MUNICIPALITY 


DECLARATION OF LOANS AND GRANTS MADE BY "th11 


P 


Declaration of Loans and Grants mad 

e by the municipality: 2014/2015 

All Organisation or Person in receipt of 
Loans ‘/Grants* provided by the 
municipality 

Nature of project 

Conditions attached 
to funding 

Value 

YearO 

R' 000 

Total Amount 
committed over 
previous and 
future years 

Nkonkobe Economic Development Agency 

Municipal Entity 

None 

1371 


Ngumbela Cricket Development 

Support of an NGO 

Outlined on the Moll 

200 


Indigent Subsidy (Free Basic Service) 

Free Basic Electricity 

None 

8942 


Total 

10513 
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VOLUME II: ANNUAL FINANCIAL STATEMENTS 
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Provide the Annual Financial Statements (AFS) to the respective financial year as submitted to the 
Auditor-General. The completed AFS will be Volume II of the Annual Report. 


I 

t 

t 

( 

I 


I 

) 

i 

* 

I 



i 

! 

* 

i 


i 


i 



t 


i 


Municipality [ APPENDICES 




Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Officer's Report 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It Is the responsibility of the accounting officer to ensure that the annual financial statements 
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash 
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access to all financial records and related data. 

The annua! financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annua! financial statements are based upon appropriate accounting policies consistently applied and supported bv 
reasonable and prudent Judgements and estimates. y 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
^ rr ° r ,n a cos * sffectfve manner. The standards include the proper delegation of responsibilities within a clearly 

.—.defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
LA hes f c ? n J roJs af 6 monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and manaqed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
fnternal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable and not absolute 
assurance against material misstatement or deficit 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2016 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

Dissolving and merger of Nkonkobe Municipality with Nxuba Municipality 

9 ar V arca ^ on Board has suggested an amalgamation of Nkonkobe Local Municipality with Nxuba Local Municipality. 

Su 99es*ed merger be successful, both municipalities will be dissolved and a new municipality formed. The assets 
and liabilities of the municipality will be transferred on a going concern basis to the newly established municipality The 
realisation of the assets transferred will be sufficient to settle the liabilities transferred. Accordingly, the financial statements will 
be prepared on accounting policies applicable to a going concern. The effective date of the merger is not yet determined 

( ^though the accounting officer are primarily responsible for the financial affairs of the municipality, they are supported bv the 
w municipality's external auditors K y 

Going concern. 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business 
Subsequent events. 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year 

The Muncipailty has appointed a fully fledged and functional audit committee in May 2015. As at year end, the audit committee 
both current and previous had not held the legislated number of meetings per annum. Although the current audit committee has 
recently been appointed, their presence and inputs are already being felt in the form of the review of annual financial 
statements and the general assesment of the processes of the Municipality. 



Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


Audit committee members and attendance 

The audit committee consists of the members listed hereunder and should meet x times per annum as per its approved terms 
of reference. During the current year x number of meetings were held 

Audit committee responsibility 

The audit committee reports that it has complied with its responsibilities arising from section 166(2)(a) of the MFMA, 

The audit committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has 
regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein. 

The effectiveness of Internal control 


The system of internal controls applied by the municipality over financial and risk management is effective, efficient and 
transparent. In line with the MFMA and the King III Report on Corporate Governance requirements, internal Audit provides 
the audit committee and management with assurance that the internal controls are appropriate and effective. This is 
achieved by means of the risk management process, as well as the identification of corrective actions and suggested 
enhancements to the controls and processes. From the various reports of the Internal Auditors, the Audit Report on the 
annual financial statements, and the management report of the Auditor-General South Africa, it was noted that no matters 
were reported that indicate any material deficiencies in the system of internal control or any deviations therefrom. 
Accordingly, we can report that the system of internal control over financial reporting for the period under review was 
efficient and effective. 



The quality of in year management and monthJy/quarteriy reports submitted in terms of the MFMA and the Division of Revenue 
Act, 


The audit committee is satisfied with the content and quality of monthly and quarterly reports prepared and issued by the 

Accounting Officer of the municipality during the year under review. It was however noted that (e.g. 

suspense accounts were not cleared on a monthly basis). 

Evaluation of annual financial statements 

The audit committee has: 

• reviewed and discussed the unaudited annual financial statements to be included in the annual report, with the 
Auditor-General and the Accounting Officer; 

• reviewed the Auditor-General of South Africa's management report and management’s response thereto; 

• reviewed changes in accounting policies and practices (delete if not applicable); 

• reviewed the entities compliance with legal and regulatory provisions; 

• reviewed significant adjustments resulting from the audit 

The audit committee concur with and accept the Auditor-General of South Africa's report the annual financial statements, and 
are of the opinion that the audited annual financial statements should be accepted and read together with the report of the 
Auditor-General of South Africa. 

Internal audit 

The audit committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks 
pertinent to the municipality and its audits. 

Auditor-General of South Africa 



The audit committee has met with the Auditor-General of South Afrfca to ensure that there are no unresolved issues. 
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Report of the Auditor General 


To the Provincial Legislature of Nkonkobe Local Municipality 
Report on the financial statements 

I have audited the accompanying annual financial statements of the Nkonkobe Local Municipality which comprise the 
statement of financial position as at 30 June 201 5 t statement of financial performance, statement of changes in net assets and 
cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes, 
and the [directors* / accounting officer's / accounting authority's] report, as set out on pages 7 to 65* 


Auditor-General of South Africa 



30 November 2015 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Mayor's Foreword 


It gives me great pleasure to present the annual financial statements for the 2014/2015 financial year. The Municipal Finance 
Management Act provides that a municipality must prepare the annual financial statements of the institution and, within two 
months after the end of the financial year to which those statements relate, submit them to the Auditor General for auditing. 
During the last financial year we presented improved financial statements to Council. This year, as we endeavour to make 
further improvements to our financial statements, as the municipality we have tried our utmost best to adhere to the Generally 
Recognised Accounting Practices when preparing the financial statements - to produce reports attuned to specific needs of the 
Nkonkobe community. 

The annual financial statements for the year under review 2014/2015 - portray a picture of continuous improvement from the 
previous financial year. This is with regards to financial viability and debt management of the municipality. As an institution with 
a thin revenue base we have devised strategies to enhance our revenue, so that we are able to move away from grant 
dependency and become a self sufficient municipality. We have devised strategies to improve our thin revenue base, we are 
also attentive to the state of our records, particularly with debtors, in providing for and writing off bad debts. This is an attempt 
to ensure that the financial statements fairly present the financial state of Nkonkobe Municipality. 

To this end, we continue to monitor the performance and successes of the technical unit as it progresses to do most of the 
projects inhouse. As some of the projects are funded through our own revenue, we have endeavoured to ensure that new 
projects are kept at a minimum so as not to overburden our already stretched internal revenue base. As a result, I can safely 
say that the current financial statements are a true reflection of a!! the institution's financial activities in the year under review. 
The challenges that the municipality faced before should be a thing of the past and as such, we firmly believe that we can do 
better to change the situation from qualified to a clean audit. 

We are especially pleased to have a new fully fledged and functional audit committee which continues to enhance the 
performance and output of our internal audit uni 



Cflrv A.WNtsanganl 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Statement of Financial Position as at 30 June 2015 

Figures in Rand ~ Note(s) 


Assets 

Current Assets 

Inventories 7 

Receivables from exchange transactions 8 

Receivables from non-exchange transactions 9 

Cash and cash equivalents n 

VAT receivable -(0 

Non-Current Assets 

Investment property 3 

Property, plant and equipment 4 

Intangible assets 5 


KJ 

Non-Current Assets 
Current Assets 

Total Assets 


Liabilities 

Current Liabilities 

Finance lease oblrgation 13 

Payables from exchange transactions 17 

Unspent conditional grants and receipts 14 

Other liability 

Consumer deposits 16 


Non-Current Liabilities 

Finance lease obligation 13 

Employee benefit obligation 6 

Provisions 15 


Other liability 

Q 

Non-Current Liabilities 
Current Liabilities 
Total Liabilities 

Assets 

Liabilities 

Net Assets 


2015 2014 

Restated* 


817 178 688705 

8 519 409 9 658 294 

67 510 860 48 897 294 

3 851 778 3 264 261 

3 863 037 2 455 629 

84 562 262 64 962 183 


20 627 700 21 221 700 

287 872 772 291 106 780 

320 717 328 794 

308 821 189 312 6S7 274 

308 821 189 312 657 274 

84 562 262 64 962183 

393 383 451 377 619 457 


9 481 163 4 897 346 

78 234 877 76 253 356 

7 036 826 4 932 918 

944 229 289 299 

1 371 746 1 268 830 

97 068 841 87 641 749 


10 301 192 9 384 209 

18 398 616 18 479 000 

15 340 318 17 032 276 

643 581 

44 683 707 44 895 48S~ 

44 683 707 44 895 485 

97 068 841 87 641 749 

141 752 548 132 537 234 

393 383 451 377 619 457 

(141 752 548) (132 537 234) 
251 630 903 245 082 223 

2 659100 2 659100 

248 971 803 242 423 123 

251 630 903 245 082 223 


Revaluation reserve 
Accumulated surplus 
Total Net Assets 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Statement of Financial Performance 


Figures in Rand 

Note(s) 

2015 

2014 




Restated* 

Revenue 




Revenue from exchange transactions 




Service charges 

19 

40 837 680 

37 666 131 

Rental of facilities and equipment 

20 

273 605 

287 905 

Other income 

21 

3 654 532 

2 473 492 

Interest received 

22 

5 860 804 

3 992 959 

Total revenue from exchange transactions 


50 626 621 

44 420 487 

Revenue from non-exchange transactions 




Taxation revenue 




Property rates 

23 

52 307 737 

35 299 594 

Licences or Permits 


2 766 637 

2 765 651 

Transfer revenue 




Government grants & subsidies 

25 

145 196 304 

133 592 189 

Fines, Penalties and Forfeits 

42 

42 950 

196 955 

Total revenue from non-exchange transactions 


200 313 628 

171 854 389 

Expenditure 




Employee related costs 

26 

(86 556 295) 

(81 412 669) 

Remuneration of councillors 

27 

(12 458104) 

(12 298 199) 

Depreciation and amortisation 

28 

(24 855 332) 

(28 308 931) 

Impairment loss 

29 

(9 643 512) 

- 

Finance costs 

30 

(6 251 359) 

(1 515354) 

Debt Impairment 

31 

(10 794 164) 

(23 158 529) 

Repairs and maintenance 

43 

(17 752 252) 

(7 922 770) 

Bulk purchases 

32 

(33 050 589) 

(27 008 479) 

Grants and Subsidies paid 

24 

(9 592 790) 

(10 513 049) 

General Expenses 

33 

(32 629 532) 

(50 698 074) 

Total expenditure 


(243 583 929) (242 836 054) 

Total revenue 


250 940 249 

216 274 876 

Total expenditure 


(243 583 929) 

(242 836 054) 

Operating surplus (deficit) 


7 356 320 

(26 561 178) 

Loss on disposal of assets and liabilities 

46 

(213 641) 

(748 304) 

Fair value adjustments 

34 

(594 000) 

1 927 100 



(807 641) 

1 178 796 

Surplus (deficit) before taxation 


6 548 679 

(25 382 382) 

Surplus (deficft) for the year 


6 548 679 

(25 382 382) 





See Note 38 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


Statement of Changes in Net Assets 


Figures in Rand 

Revaluation 

reserve 

Accumulated 

surplus 

Total net 
assets 

Balance at 01 July 2013: Restated 

Changes in net assets 

2 859100 

267 805 505 

270 464 605 

Surplus for the year 

- 

(25 382 382) 

(25 382 382) 

Total changes 

- 

(25 382 382) 

(25 382 382) 

Restated* Balance at 01 July 2014 

Changes in net assets 

2 859100 

242 423124 

245 082 224 

Surplus for the year 

- 

6 548 679 

6 548 679 

Total changes 

- 

6 548 679 

6 548 679 

Balance at 30 June 2015 

2 859100 

248 971 803 

251 630 903 



* See Note 38 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Cash Flow Statement 


Figures in Rand 

Note(s) 

2015 

2014 




Restated* 

Cash flows from operating activities 




Receipts 




Service Charges 


54 608 965 

23 639 896 

Grants 


147 300 212 

138 363 551 

Interest income 


5 860 804 

3992 960 

Other Income 


6 737 724 

5 724 002 



214 507 705 

171 720 409 

Payments 




Employee costs 


(99 797 712) 

(93 710 867) 

Suppliers 


(58 544 583) 

(27 808 342) 

Finance costs 


(6 251 359) 

(1 515 354) 

Other payments 


(23 504 923) 

(45 227 661) 



(188 098 577) 

(168 262 224) 

Total receipts 


214 507 705 

171 720 409 

Total payments 


(188 098 577) 

(168 262 224) 

Undefined difference compared to the cash generated from operations note 

92 934 


Net cash flows from operating activities 

36 

26 502 062 

3458185 

Cash fiows from investing activities 




Purchase of property, plant and equipment 

4 

(31 219 762) 

(44 247 536) 

Proceeds from sale of property, plant and equipment 

4 

(213 641) 

(761 384) 

Purchase of investment property 

3 

- 

(3 545 800) 

Purchase of other intangible assets 

5 

8 077 

(269 466) 

Proceeds from sale of financial assets 


- 

1 927 100 

Net cash flows from investing activities 


(32 019 326) 

(46 897 086) 

Cash flows from financing activities 




Finance lease payments - non-current 


4 583 817 

4 624 603 

Movement in consumer deposits 


102 916 

70 579 

Finance lease payments - current 


916983 

9 231 905 

Net cash flows from financing activities 


5 603 716 

13 927 087 

Net increase/(decrease) In cash and cash equivalents 


587 518 

2 148 292 

Cash and cash equivalents at the beginning of the year 


3 264 261 

1 115 969 

Cash and cash equivalents at the end of the year 

11 

3 851 779 

3 264 261 



* See Note 38 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 


Approved 

Adjustments Final Budget Actual amounts Difference Reference 


budget 

on comparable between final 

Figures in Rand 


basis budget and 


actual 




lr 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 


Figures in Rand 

Approved 

budget 

Adjustments 

Final Budget Actual amounts Difference 
on comparable between final 
basis budget and 

actual 

Reference 

Revenue 







Revenue by source 

Property rates 

30 580 058 

(3 731 483) 

34 311 541 

52 998116 

18 686 575 

1 

Service charges 

45 810 700 

(9411 965) 

36 378 735 

40 837 680 

4 458 945 

2 

Interest Received 

8 725 000 

(4 092 637) 

4 632 363 

5 860 804 

1 228 441 

3 

Transfers recognised - 
operational 

150 460 500 

9 307 000 

159 767 500 

145 196 304 

(14 571 196) 

4 

Other own revenue 

13 287 924 

(4 637 301) 

8 650 623 

6 737 724 

(1 912 899) 

5 

Total Revenue (excluding 
capital transfers and 
contributions) 

248 864 182 

(12 566 386) 

243 740 762 

251 630 628 

7 889 866 



Expenditure by type 



Employee costs 

(70 718 941) 

(22 135 615) 

(92 854 557) 

(86 730 679) 

6 123 878 

6 

Remuneration of councillors 

(14 354 545) 

1945 034 

(12 409 511) 

(13 067 033) 

(657 522) 

7 

Debt impairment 

(12 672 000) 

- 

(12 672 000) 

(10 794164) 

1 877 836 

8 

Depreciation & asset impairment 

(23 731 068) 

- 

(23 731 068) 

(24 465 802) 

(734 734) 

9 

Finance charges 

* 

(4 000 000) 

(4 000 000) 

(6 251 359) 

(2 251 359) 

10 

Bulk purchases 

(22 100 229) 

(5 488 619) 

(27 588 848) 

(33 050 589) 

(5 461 741) 

11 

Transfers and grants 

(12 400 000) 

3 560 000 

(8 840 000) 

(9 592 790) 

(752 790) 

12 

General expenses 

(45468 492) 

5 767 599 

(32 700 839) 

(32 629 532) 

71 307 

13 

Impairment loss 

- 

- 

- 

(9 643 512) 

(9 643 512) 

14 

Repairs and Maintenance 

(7 000 000) 

- 

(7 000 000) 

(17 752 252) 

(10 752 252) 

15 

Total expenditure 

(208 445 275) 

(20 351 601) (221 796 823) 

(243 977 712) 

(22180 889) 


Revenue 

248 864 182 

(12 566 386) 

243 740 762 

251 630 628 

7 889 866 


Expenditure 

(208 445 275) 

(20 351 601) 

(221 796 823) 

(243 977 712) 

(22 180 889) 


Other 

- 

- 

- 


. 


Deficit 

40 418 907 

(32 917 987) 

21 943 939 

7 652 916 

(14 291 023) 


Loss on disposal of assets and 

- 

- 

- 

(213641) 

(213 641) 


liabilities 







Fair value adjustments 

- 

- 

- 

(594 000) 

(594 000) 


Deficit after capital transfers & 

40 418 907 

(32 917 987) 

21 943 939 

6 845 275 

(15 098 664) 


contributions 







Deficit for the year 

40 418 907 

(32 917 987) 

21 943 939 

6 845 275 

(15 098 664) 



The accounting policies on pages 14 to 30 and the notes on pages 31 to 65 form an integral part of the annual financial 
statements, 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 

In the absence of an issued and effective Standard of GRAP, accounting policies for material transactions, events or conditions 
were developed in accordance with paragraphs 8, 10 and 1 1 of GRAP 3 as read with Directive 5. 

Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a Standard 
of GRAP. 

All amounts have been rounded off to the nearest rand in accordance with GRAP 1 paragraph 54 (e). 

The principal accounting policies, applied In the preparation of these annual financial statements, are set out below.These 
accounting policies are consistent with those applied in the preparation of the prior year annual financial statements, unless 
( specified otherwise. Details of any changes in the accounting policies are provided in note 46 “Prfor period errors - . 

These accounting policies are consistent with the previous period, 

1.1 Presentation currency 

These annual financial statements are presented in South African Rand t which is the functional currency of the municipality. 

1.2 Going concern assumption 

These annual financial statements have been prepared based on the expectation that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

Dissolving and merger of Municipality: 

The Demarcation Board has suggested an amalgamation of Nkonkobe Local 

Municipality with Nxuba Local Municipality, Should the suggested merger be successful, both municipalities will be dissolved 
and a new municipality formed. The assets and liabilities of the municipality will be transferred on a going concern basis to the 
newly established municipality. The realisation of the assets transferred will be sufficient to settle the liabilities transferred. 
Accordingly, the financial statements will be prepared on accounting policies applicable to a going concern. The effective date 
of the merger is not yet determined. 

1.3 Property, plant and equipment 

“ Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1-3 Property, plant and equipment (continued) 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised . 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Then an Item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaluation equals its revalued amount. When an item of property, plant and equipment Is revalued, any accumulated 
depreciation at the date of the revaluation is eliminated against the gross carry ing amount of the asset and the net amount 
restated to the revalued amount of the asset Any increase in an asset's carrying amount, as a result of a revaluation, is 
credited directly to a revaluation surplus. The increase is recognised in surplus or deficit to the extent that it reverses a 
revaluation decrease of the same asset previously recognised in surplus or deficit Any decrease in an asset’s carrying amount, 
as a result of a revaluation, is recognised in surplus or deficit in the current period. The decrease is debited directly to a 
revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset. The 
revaluation surplus In equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. The revaluation surplus in equity related to a specific item of property, plant and 
equipment is transferred directly to retained earnings as the asset is used. The amount transferred is equal to the difference 
between depreciation based on the revalued carrying amount and depreciation based on the original cost of the asset 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity 
such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect 
of that asset. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


item 

Depreciation method 

Average useful life 

Land 

Straight fine 

indefinite life 

Buildings 

Straight line 

15-50 

Sewerage Mains & Purification Works 

Straight line 

15-80 


15 


Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1 .3 Property, plant and equ ipment {continued) 

Plant and machinery 

Furniture and fixtures 

Motor vehicles 

Office equipment 

IT equipment 

Computer software 

Specialised Plant and Equipment 

Cemetries 

Community Halls 

Public Conveniences 

Recretional Facilities 

Par1<s and Gardens 

Roads and Paving 

Park facilities 

Specialised vehicles 

Solid Waste/Landfill Sites 

Water network 

Electricity Transmission Network 


Straight line 

5-15 

Straight line 

6 

Straight line 

5-10 

Straight line 

6 

Straight line 

3 

Straight line 

3 

Straight line 

10 

Straight fine 

15-50 

Straight line 

15-50 

Straight line 

15-50 

Straight fine 

15-50 

Straight fine 

15-50 

Straight line 

3-50 

Straight line 

15-50 

Straight line 

6 

Straight line 

20-100 

Straight tine 

10-50 

Straight line 

10-80 


The residual value, and the useful life and depreciation method of each asset are reviewed 
the expectations differ from previous estimates, the change is accounted for as a change in 


at the end of each reporting data If 
accounting estimate. 


Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 

expectations differ from the previous estimate, uniess 


depreciated sTparatehJ pr ° perty ’ p,ant and equipment with a 0051 that is significant in relation to the total cost of the item is 

aUother P asset i0n ° har9e f ° r ea ° h period ' S rec ° 9nised >" surplus or deficit unless it is included in the carrying amount of 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. economic 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gam or loss arising from the derecognition of an item of property, plantand equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventones when the rentals end and the assets are available-for-sale. Proceeds from sales of 

sStement 35 r6VenUe ' A " C3Sh fl ° WS ° n th6Se 3SSetS 3re inC ' Uded in rash flows from °P era *' n 3 activities in 
1 .4 Intangible assets 
An asset Is identifiable if it either: 

* -ih ® C 5 P t b ' e ,P f be i" 9 s ! parated or divided from an entity and sold, transferred, licensed, rented or 

exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or y 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in 
tn© form of 3 contract. 


An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 
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Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1.4 Intangible assets (continued) 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 


Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

• it is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell it 

• there is an ability to use or sell it. 

• it will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during its development can be measured reliably. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 



1.5 Financial instruments 


initial Recognition 


The entity recognises a financial asset or a financial liability in its Statement of Financial Position when, and only when, the 
entity becomes a party to the contractual provisions of the instrument. This is achieved through the application of trade date 
accounting.. 

Upon initial recognition the entity classifies financial instruments or their component parts as a financial liabilities, financial 
assets or residual interests inconformity with the substance of the contractual arrangement and to the extent that the 
instrument satisfies the definitions of a financial liability, a financial asset ora residual interest. 



Financial instruments are evaluated, based on their terms, to determine if those instruments contain both liability and residual 
interest components (i.e.to assess if the instruments are compound financial instruments). To the extent that an instrument is in 
fact a compound instrument, the components are classified separately as financial liabilities and residual interests as the case 
may be. 


Initial Measurement 


When a financial instrument is recognised, the entity measures it initially at its fair value plus, in the case of a financial asset or 
a financial liability not subsequently measured at fair value, transaction costs that are directly attributable to the acquisition or 
issue of the financial asset or financial liability. 

Derecognition 

A financial liability is derecognised when the obligation is extinguished. Exchanges of debt instruments between a borrower and 
a lender are treated as the extinguishment of an existing liability and the recognition of a new financial liability. Where the terms 
of an existing financial liability are modified, it is also treated as the extinguishment of an existing liability and the recognition of 
a new liability. 
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1.5 Financial instruments (continued) 

Offsetting 

The entity does not off set financial assets and financial liabilities in the Statement of Financial Position unless a legal right 
ofset-off exists and the parties intend to settle on a net basis. 

Trade and Other receivables 

Trade and other receivables are categorised as financial assets: loans and receivables and are initially recognised at fair value 
plus transaction costs that are directly attributable to the acquisition and subsequently stated at amortised cost, less provision 
for impairment and subsequently carried at amortised cost All trade and other receivables are assessed at least annually for 
possible impairment Impairments of trade and other receivables are determined in accordance with the accounting policy for 
impairments, Impairment adjustments are made through the use of an allowance account An estimate is made for doubtful 
receivables based on a review of all outstanding amounts atyear-end. Significant financial difficulties of the debtor, probability 
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30days 
overdue) a reconsidered indicators that the trade receivable is impaired. Impairments are determined by discounting expected 
future cash flows to their present value. The amount of the loss is recognised in the Statement of Financial Performance with in 
f J operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent recoveries of amounts previously 
written off are credited against operating expenses in the Statement of Financial Performance, derivatives, combined 
instruments that are designated at fair value, instruments held for trading. A financial instrument is held for trading if; 
it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 

- on initial recognition it is pari of a portfolio of identified financial instruments that are managed together and for which 
there is evidence of a recent actual pattern of short term profit-taking; 

- non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at fair value 
at initial recognition; and 

- financial instruments that do not meet the definition of financial instruments at amortised cost or financial instruments at 
cost. 

All trade and other receivables are assessed atleast annually for possible impairment. Impairments of trade and other 
receivables are determined in accordance with the accounting policy for impairments. Impairment adjustments are made 
through the use of an allowance account. An estimate is made for doubtful receivables based on are view of all outstanding 
amounts at year-end. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial 
reorgan fsation, and default or delinquency in payments (more than 30 days overdue) are considered indicators that the trade 
receivable is impaired. Impairments are determined by discounting expected future cash flows to their present value 

The amount of the loss is recognised in the Statement of Financial Performance with in operating expenses. When a trade 
receivable is uncollectible, it is written off. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in the Statement of Financial Performance. 

.. . Sad debts are writtenoff in the year in which they are identified as irrecoverable. Amounts receivable within 12 months from 

( )there porting date are classified as current. Interest is charged on overdue accounts. 

Financial Assets at amortised cost 

Cash includes cash on hand (including petty cash) and cash with banks(including call depo$its).Cash equivalents are short- 
term highly liquid investments, readily convertible into known amounts of cash, that are held with registered banking institutions 
with maturities of three months or less and are subject to an insignificant risk of change in value. For the purposes of the cash 
flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks, net of bank overdrafts.The 
municipality categorises cash and cash equivalents as financial assets. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. 
Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial liabilities carried at amortised 
cost 

1.6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially ad the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 
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1.6 Leases (continued) 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the iease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 
The major class of asset being leased is Land and Buildings in Middlerift. Certain of the municipality’s property is held to 
generate rental income. Lease agreements arenon-cancell able and have terms from 3 to 6 years. There are no contingent rents 
receivable. The major class of asset being leased is Land and Buildings in Middlerift. At the reporting date the entity had 
contracted with tenants for the following future minimum lease payments: Certain of the municipality’s property is held to 
generate rental income. Lease agreements are non-canceilable and have terms from 5 years. There are no contingent rents 
receivable. The major class of asset being leased is Vacant Land in Stockenstroom. At the reporting date the entity had 
contracted with tenants for the following future minimum lease payments: Certain of the municipality's property is held to 
generate rental income.Lease agreements are non-canceilable and have terms from 5 years.There are no contingent rents 
receivable. The major class of asset being leased is Land and Buildings in Alice. At the reporting date the entity had contracted 
with tenants for the following future minimum lease payments: Certain of the municipality 1 * property is held to generate rental 
income.Lease agreements are non-canceilable and have terms from 5 years.There are no contingent rents receivable. The 
major class of asset being leased is Land and Buildings in Alice. At the reporting date the entity had contracted with tenants for 
the following future minimum (ease payments; Certain of the municipality's property is held to generate rental Income.Lease 
agreements are non-canceilable and have terms from 5 years.There are no contingent rents receivable. The major class of 
asset being leased is Vacant Land in Alice. At the reporting date the entity had contracted with tenants for the following future 
minimum lease payments: Certain of the municipality’s property is held to generate rental income.Lease agreements are non- 
cancellable and have terms from 5 years.There are no contingent rents receivable. At the reporting date the entity had 
contracted with tenants for the following future minimum lease payments: 

Operating leases - lessee 

At the reporting date the entity has outstanding commitments under operating leases which fall due as follows: Leases are 
negotiated for an average term of two years and rentals are fixed for an average of two years. No contingent rent is payable. 
Operating Leases consists of the following: 

Leases are negotiated for an average term of three years and rentals are fixed for an average of three years. No contingent 
rent is payable. The major category of asset leased is network cables. Leases are negotiated for an average term of five years 
and rentals are fixed for an average of five years. No contingent rent is payable. The major category of asset leased is 
photocopying machines. At the reporting date the entity had outstanding commitments under non-canceilable operating leases, 
which fall due as follows: 

1.7 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then thefr 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 
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1.7 Inventories (continued) 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or 

♦ consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all inventories 
( having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense In the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 

1 .8 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
Return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
( groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful fife is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 

1.9 Employee benefits 

Employee benefits are ail forms of consideration given by an entity in exchange for service rendered by employees. 


20 



Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1.9 Employee benefits (continued) 

A qualifying Insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the Standard 
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless either: 

• the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit 
obligations; or 

• the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either: 

• an entity's decision to terminate an employee's employment before the normal retirement date; or 

• an employee’s decision to accept voluntary redundancy in exchange for those benefits. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 

Vested employee benefits are employee benefits that are not conditional on future employment. 

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 

A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities. 
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1.9 Employee benefits (continued) 

Post-employment benefits: Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial 
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined 
benefit liability the entity recognise actuarial gains and losses in surplus or deficit in the reporting period in which they occur. 

Assets held by a long-term employee benefit fund are assets {other than non-transferable financial instruments issued by the 
reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay or 
fund employee benefits and are available to be used only to pay or fund employee benefits, are not available to the reporting 
entity’s own creditor (even in liquidation), and cannot be returned to the reporting entity, unless either; 

• the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the plan or the 
reporting entity; or 

♦ the assets are returned to the reporting entity to reimburse it for employee benefits already paid, 

jCurrent service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the 
current period. 

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because the 
benefits are one period closer to settlement. 

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods, 
resulting (n the current period from the introduction of, or changes to, post-employment benefits or other long-term employee 
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the entity recognise past service cost as an expense in 
the reporting period in which the plan is amended. 

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 

The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected future 
payments required to settle the obligation resulting from employee service in the current and prior periods. 

The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan assets, together 
with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (other than those 
included in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan 
itself. 


'X 

JThe entity account not only for its legal obligation under the formal terms of a defined benefit plan, but also for any constructive 
- obligation that arises from the entity's informal practices. Informal practices give rise to a constructive obligation where the 
entity has no realistic alternative but to pay employee benefits. An example of a constructive obligation Is where a change In 
the entity’s Informal practices would cause unacceptable damage to its relationship with employees. 

The amount recognised as a defined benefit liability is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly- 

♦ plus any liability that may arise as a result of a minimum funding requirement 

The amount determined as a defined benefit liability may be negative (an asset). The entity measure the resulting asset at the 
lower of: 

* the amount determined above; and 

♦ the present value of any economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. The present value of these economic benefits is determined using a discount rate which 
reflects the time value of money. 

Any adjustments arising from the limit above is recognised In surplus or deficit. 

The entity determine the present value of defined benefit obligations and the fair value of any plan assets with sufficient 
regularity such that the amounts recognised in the annual financial statements do not differ materially from the amounts that 
would be determined at the reporting date. 
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1.9 Employee benefits (continued) 


The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard 
requires or permits their inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses; 

• past service cost; 

• the effect of any curtailments or settlements; and 

• the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as 
the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable, 
past service cost, an entity shall attribute benefit to periods of service under the plan’s benefit formula. However, if an 
employee's service In later years will lead to a materially higher level of benefit than in earlier years, an entity shall attribute 
benefit on a straight-line basis from: 

• the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 

• the date when further service by the employee will lead to no material amount of further benefits under the plan 
other than from further salary increases. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any material transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date. 



The entity recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or 
settlement occurs. The gain or loss on a curtailment or settlement comprises: 

• any resulting change in the present value of the defined benefit obligation; and 

* any resulting change in the fair value of the plan assets. 


Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan assets ff 
any) using current actuarial assumptions (including current market interest rates and other current market prices). 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan is presented as the net of the amount recognised for a reimbursement. 

The entity offsets an asset relating to one plan against a liability relating to another plan when the entity has a legally 
enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either to settle the 
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan simultaneously. 
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1 .9 Employee benefits (continued) 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 


The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. 
The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 


Post-employment benefit obligations are measured on a basis that reflects: 

• estimated future salary increases; 

• the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

• estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 

) plan, if, and only if, either: 

• those changes were enacted before the reporting date; or 

• past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 


Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 


1.10 Provisions and contingencies 
Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 


Where the effect of time value of money is material, the amount of a provision fs the present value of the expenditures 
expected to be required to settle the obligation. 

— The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
( ';he liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset, The amount recognised for the reimbursement does 
not exceed the amount of the provision. 


Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate, Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 
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1.10 Provisions and contingencies (continued) 

A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• necessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

No obligation arises as a consequence of the safe or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding arrangement. 

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 



Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed In note . 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt Instrument. 


Loan commitment Is a firm commitment to provide credit under pre-specified terms and conditions. 

The municipality recognises a provision for financial guarantees and loan commitments when it is probable that an outflow of 
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of 
the obligation can be made. 


Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. Indications that 
an outflow of resources may be probable are: 

• financial difficulty of the debtor; 

• defaults or delinquencies in interest and capital repayments by the debtor; 

• breaches of the terms of the debt instrument that result in It being payable earlier than the agreed term and the 
ability of the debtor to settle Its obligation on the amended terms; and 

• a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on 
the ability of entitles to repay their obligations. 



Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date. 
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality 
recognises the obligation at the higher of: 

♦ the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets; 
and 

• the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance 
with the Standard of GRAP on Revenue from Exchange Transactions. 
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1.10 Provisions and contingencies (continued) 

Levies 

A levy is an outflow of resources embodying economic benefits that is imposed by governments on entities in accordance with 
legislation (i.e. laws and/or regulations), other than: 

• those outflows of resources that are within the scope of other Standards, and 

* fines or other penalties that are imposed for breaches of the legislation. 

Government refers to government, government agencies and similar bodies whether local, national or international. 

The obligating event that gives rise to a liability to pay a levy is the activity that triggers the payment of the levy, as identified by 
the legislation. 

The municipality does not have a constructive obligation to pay a levy that will be triggered by operating in a future period as a 
result of the municipality being economically compelled to continue to operate in that future period. The preparation of financial 
statements under the going concern assumption does not imply that the municipality has a present obligation to pay a levy that 
^ — ^will be triggered by operating in a future period. 

The liability to pay a levy is recognised progressively if the obligating event occurs over a period of time (i.e, if the activity that 
triggers the payment of the levy, as identified by the legislation, occurs over a period of time). 

If an obligation to pay a levy is triggered when a minimum threshold is reached, the corresponding liability is recognised when 
that minimum threshold is reached. 

The municipality recognises an asset if it has prepaid a levy but does not yet have a present obligation to pay that levy. 

1.11 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction Is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily fn the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm's length transaction. 

Sale of goods 

C Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

I • the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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1.11 Revenue from exchange transactions (continued) 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognfsed by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when ail the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction. 

1.12 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an municipality, which 
represents an increase In net assets, other than increases relating to contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor. 

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can 
exclude or otherwise regulate the access of others to that benefit 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay 
taxes. 

Fines are economic benefits or service potential received or receivable by entitles, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an 
municipality either receives value from another municipality without directly giving approximately equal value in exchange, or 
gives value to another municipality without directly receiving approximately equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed 
as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available 
to others. 

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 
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1.12 Revenue from non-exchange transactions (continued) 

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or 
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 


Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 

1.13 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.14 Comparative information 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

(~~ ) When the presentation or classification of items in the annual financial statements is amended, prior period comparative 
amounts are also reclassified and restated, unless such comparative reclassification and or restatement is not required by a 
Standard of GRAP. The nature and reason for such reclassifications and restatements are also disclosed. 

Where material accounting errors, which relate to prior periods, have been identified in the current year, the correction is made 
retrospectively as far as is practicable and the prior year comparatives are restated accordingly. Where there has been a 
change in accounting policy in the current year, the adjustment is made retrospectively as far as is practicable and the prior 
year comparatives are restated accordingly 

1-15 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of anal 
location received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted for 
as revenue fn the Statement of Financial Performance. 

1.16 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

1.17 Irregular expenditure 

— ^Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003) the 

Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity $ supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered ft is subsequently 
accounted for as revenue in the Statement of Financial Performance. 1 7 

1.18 Budget information 


Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent) which 
is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 

The approved budget Is prepared on a accrual basis and presented by economic classification linked to performance outcome 
objectives. 

The approved budget covers the fiscal period from 2014/07/01 to 2015/06/30. 

The budget for the economic entity includes all the entities approved budgets under its control, 
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1.18 Budget information (continued) 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 

1.19 Related parties 


The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of the three spheres of government in South Africa, 
only entities within the national sphere of government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, fncluding 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 


Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. 

Municipal Entity. 



Nkonkobe Economic Development Agency is 1 00% owned by the Nkonkobe Local Municipality 

The municipality provides a transfer subsidy to the development agency to assist with its operations. In addition the municipality 
also settles the entity's audit fees on its behalf. 


Members of key management: 
Municipal manager (Acting): 

Chief Financial Officer : 

Strategic and LED: Senior Manager 
Engineering: Senior Manager 
Corporate Services; Senior Manager 


Mr L Menze 
Mrs B Lubelwana 
Mr L Menze 
Mr 2 Nkosinkulu 
Mrs N Fololo 
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1.20 Events after reporting date 

No events have occurred after 30 June 2015 which necessitates adjustment or disclosure within the annual financial 
statements. 

1.21 Recovery of unauthorised, irregular, fruitless and wasteful expenditure 

The recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including those 
set out in the Municipal Finance Management Act (ActNo.56of2003) and is recognised when the recovery thereof from the 
responsible councillors or officials is probable.The recovery of unauthorised, irregular, fruitless and wasteful expenditure is 
treated as other income in the Statement of Financial Performance, 
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2.1 Standards and interpretations not yet effective or relevant 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 201 5 or later periods but are not relevant to its operations: 

GRAP 18: Segment Reporting 

Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
municipality. The major classifications of activities identified in budget documentation will usually reflect the segments for 
which an entity reports Information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in 
line with the municipality's overall mission. Geographical segments relate to specific outputs generated, or particular 
objectives achieved, by an entity within a particular region. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

Directive 4 — Transitional provisions for medium and low capacity municipalities states that no comparative segment 
information need to be presented on initial adoption of the Standard. Where items have not been recognised as a result of 
transitional provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of GRAP on 
Agriculture, the recognition requirements of the Standard would not apply to such items until the transitional provision in that 
standard expires. 

The effective date of the standard is for years beginning on or after 01 April 2015, 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality's operations. 

It is unlikely that the standard will have a material Impact on the municipality's annual financial statements. 

GRAP 105: Transfers of functions between entities under common control 

The objective of this Standard is to establish accounting principles for the acquirer and transferor in a transfer of functions 
between entities under common control. It requires an acquirer and a transferor that prepares and presents financial 
statements under the accrual basis of accounting to apply this Standard to a transaction or event that meets the definition 
of a transfer of functions. It includes a diagram and requires that entities consider the diagram in determining whether this 
Standard should be applied in accounting for a transaction or event that involves a transfer of functions or merger. 

It furthermore covers Definitions, Identifying the acquirer and transferor, Determining the transfer date, Assets acquired or 
transferred and liabilities assumed or relinquished, Accounting by the acquirer and transferor, Disclosure, Transitional 
provisions as well as the Effective date of the standard. 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality expects to adopt the standard for the first time in the 2016 annual financial statements. 

GRAP 106: Transfers of functions between entities not under common control 

The objective of this Standard is to establish accounting principles for the acquirer in a transfer of functions between entities 
not under common control. It requires an entity that prepares and presents financial statements under the accrual basis of 
accounting to apply this Standard to a transaction or other event that meets the definition of a transfer of functions. It 
includes a diagram and requires that entitles consider the diagram in determining whether this Standard should be applied 
in accounting for a transaction or event that involves a transfer of functions or merger. 

It furthermore covers Definitions, Identifying a transfer of functions between entities not under common control, The 
acquisition method, Recognising and measuring the difference between the assets acquired and liabilities assumed and the 
consideration transferred. Measurement period, Determining what is part of a transfer of functions, Subsequent 
measurement and accounting, Disclosure, Transitional provisions as well as the Effective date of the standard. 
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2. New standards and interpretations (continued) 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality's operations. 

GRAP 107: Mergers 

The objective of this Standard is to establish accounting principles for the acquirer in a transfer of functions between entities 
not under common control. It requires an entity that prepares and presents financial statements under the accrual basis of 
accounting to apply this Standard to a transaction or other event that meets the definition of a transfer of functions. It 
includes a diagram and requires that entities consider the diagram in determining whether this Standard should be applied 
in accounting for a transaction or event that involves a transfer of functions or merger. 

It furthermore covers Definitions. Identifying a transfer of functions between entities not under common control. The 
f acquisition method. Recognising and measuring the difference between the assets acquired and liabilities assumed and the 

V /consideration transferred. Measurement period. Determining what is part of a transfer of functions, Subsequent 

measurement and accounting, Disclosure, Transitional provisions as well as the Effective date of the standard. 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality's operations. 

GRAP 20: Related parties 

The objective of this standard is to ensure that a reporting entity's annual financial statements contain the disclosures 
necessary to draw attention to the possibility that its financial position and surplus or deficit may have been affected by the 
existence of related parties and by transactions and outstanding balances with such parties. 

An entity that prepares and presents financial statements under the accrual basis of accounting (in this standard referred to 
as the reporting entity) shall apply this standard in: 

• identifying related party relationships and transactions; 

• identifying outstanding balances, including commitments, between an entity and its related parties; 

• identifying the circumstances in which disclosure of the items in (a) and (b) is required; and 

• determining the disclosures to be made about those items. 

This standard requires disclosure of related party relationships, transactions and outstanding balances, including 
/' commitments, in the consolidated and separate financial statements of the reporting entity in accordance with the Standard 
V_^of GRAP on Consolidated and Separate Financial Statements. This standard also applies to individual annual financial 
statements. 

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related 
parties may affect users' assessments of the financial position and performance of the reporting entity and its ability to 
deliver agreed services, including assessments of the risks and opportunities facing the entity. This disclosure also ensures 
that the reporting entity is transparent about its dealings with related parties. 

The standard states that a related party is a person or an entity with the ability to control or jointly control the other party, or 
exercise significant influence over the other party, or vice versa, or an entity that is subject to common control, or joint 
control. As a minimum, the following are regarded as related parties of the reporting entity: 

• A person or a close member of that person's family is related to the reporting entity if that person: 

- has control or joint control over the reporting entity; 

- has significant influence over the reporting entity; 

is a member of the management of the entity or its controlling entity. 
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2. New standards and interpretations (continued) 

• An entity is related to the reporting entity if any of the following conditions apply: 

the entity is a member of the same economic entity (which means that each controlling entity, controlled 
entity and fellow controlled entity is related to the others); 

- one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of 
an economic entity of which the other entity is a member); 

- both entities are joint ventures of the same third party; 

one entity is a joint venture of a third entity and the other entity is an associate of the third entity; 
the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity 
related to the entity, if the reporting entity is itself such a plan, the sponsoring employers are related to the entity; 
the entity is controlled or jointly controlled by a person identified in (a); and 

- a person identified in (a)(i) has significant influence over that entity or is a member of the management of 
that entity (or its controlling entity). 

The standard furthermore states that related party transaction Is a transfer of resources, services or obligations between the 
reporting entity and a related party, regardless of whether a price is charged. 

The standard elaborates on the definitions and identification of 

• Close member of the family of a person; 

. * Management; 

• Related parties; 

• Remuneration; and 

• Significant influence 

The standard sets out the requirements, inter alia, for the disclosure of 

• Control; 

• Related party transactions; and 

• Remuneration of management 

The effective date of the standard is for years beginning on or after 01 April 2016. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality's operations. 

The adoption of this standard Is not expected to impact on the results of the municipality, but may result in more disclosure 
than is currently provided in the annual financial statements. 

GRAP32: Service Concession Arrangements: Grantor 

The objective of this Standard is: to prescribe the accounting for service concession arrangements by the grantor, a public 
sector entity. 

It furthermore covers: Definitions, recognition and measurement of a service concession asset, recognition and 
measurement of liabilities, other liabilities, contingent liabilities, and contingent assets, other revenues, presentation and 
disclosure, transitional provisions, as well as the effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality's operations. 

It is unlikely that the standard will have a material Impact on the municipality's annual financial statements. 

GRAP108: Statutory Receivables 

The objective of this Standard is: to prescribe accounting requirements for the recognition, measurement, presentation and 
disclosure of statutory receivables. 

it furthermore covers: Definitions, recognition, derecognition, measurement, presentation and disclosure, transitional 
provisions, as well as the effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 


33 



Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


Notes to the Annual Financial Statements 


2. New standards and interpretations (continued) 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality’s operations. 

It is unlikely that the standard will have a material impact on the municipality’s annual financial statements. 

I6RAP17: Service Concession Arrangements where a Grantor Controls a Significant Residual Interest In an Asset 

This Interpretation of the Standards of GRAP provides guidance to the grantor where it has entered into a service 
concession arrangement, but only controls, through ownership, beneficial entitlement or otherwise, a significant residual 
interest in a service concession asset at the end of the arrangement, where the arrangement does not constitute a lease. 
This Interpretation of the Standards of GRAP shall not be applied by analogy to other types of transactions or 
arrangements. 

A service concession arrangement is a contractual arrangement between a grantor and an operator in which the operator 
uses the service concession asset to provide a mandated function on behalf of the grantor for a specified period of time. 

1 ) The operator is compensated for its services over the period of the service concession arrangement, either through 

payments, or through receiving a right to earn revenue from third party users of the service concession asset or the 
operator is given access to another revenue-generating asset of the grantor for its use. 

Before the grantor can recognise a service concession asset In accordance with the Standard of GRAP on Service 
Concession Arrangements: Grantor, both the criteria as noted in paragraph .01 of this Interpretation of the Standards of 
GRAP need to be met In some serv/ce concession arrangements, the grantor only controls the residual interest in the 
service concession asset at the end of the arrangement, and can therefore not recognise the service concession asset in 
terms of the Standard of GRAP on Service Concession Arrangements: Grantor, 

A consensus is reached, in this Interpretation of the Standards of GRAP, on the recognition of the performance obligation 
and the right to receive a significant interest in a service concession asset. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the 
municipality's operations. 
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Figures in Rand 




2015 

2014 

3. Investment property 



2015 


2014 



Cost/ 

Valuation 

Carrying value 

Cost/ 

Valuation 


Carrying value 

Investment property 

20 627 700 

- 20627 700 

21 221 700 

- 

21 221 700 

Reconciliation of investment property - 2015 





Investment property 



Opening 

balance 

21 221 700 

Fair value 
adjustments 

(594 000) 

Total 

20 627 700 

Reconciliation of investment property - 2014 





Investment property 



Opening 

balance 

17 675 900 

Fair value 
adjustments 

3 545 800 

Total 

21 221 700 


A register containing the information required by section 63 of the Municipal Finance Management Act rs available for 
inspection at the registered office of the municipality 



o 


35 



Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


Notes to the Annual Financial Statements 


Figures in Rand 





2015 

2014 

4. Property, plant and equipment 



2015 



2014 



Cost 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Cost 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Land 

Buildings 

Plant and machinery 

Furniture and fixtures 

Motor vehicles 

IT equipment 
/^WIP 
f v ) Roads 

Park facilities 

Solid Waste 

Electricity Transmission Network 

5 352 200 
57 914 326 
40 070 324 

3 581 432 

9 750 293 

4 704 363 
43 568418 

194 767 237 
14 425 901 
12 059 988 
53 862 817 

(4 388 177) 
(14 845 617) 
(2 813 000) 
(9 627 596) 
(2 330736) 
(325 408) 
(94 386 476) 
(3 527 758) 
(10 808 244) 
(9 131 515) 

5 352 200 
53 526 149 
25 224 707 
768 432 
122 697 

2 373 627 

43 243 010 
100 380 761 

10 898143 

1 251 744 

44 731 302 

5 352 200 
57 914 326 
28 761 390 
4 096 014 
10 498 978 
2 393 817 
28 869 728 
194 767 237 
14 425 901 
12 218 377 
51 265 273 

(3 897 819) 
(7 930 296) 
(2 842 827) 
(8 793 223) 
(1 634 802) 

(83 327 404) 
(2 992 387) 
(382 214) 
(7 655 489) 

5 352 200 
54 016 507 
20 831 094 

1 253 187 

1 705 755 
759 015 
28 869 728 
111 439 833 
11 433 514 
11 836 163 
43 609 784 

Total 

440 057 299 

(152 184 527) 

287 872 772 

410 563 241 

(119 456 461) 

291 106 780 

Reconciliation of property, plant and equipment - 2015 







Opening 

balance 

Additions 

Disposals 

Depreciation 

Total 


Land 

5 352 200 



- 

_ 

_ 

5 352 200 

Buildings 

54 016 507 



- 

- 

(490 358) 

53 526 149 

Plant and machinery 

20 831 094 

11 

308 

934 

- 

(6 915 321) 

25 224 707 

Furniture and fixtures 

1 253 187 


233 

976 

(172 632) 

(546 099) 

768 432 

Motor vehicles 

1 705 755 


195 

075 

- 

(1 778 133) 

122 697 

IT equipment 

759 015 

2 

310 

546 

294 422 

(990 356) 

2 373 627 

WIP 

22 739 115 

20 

503 

895 

- 


43 243 010 

Roads 

111 439 833 



- 

- 

(11 059 072) 

100 380 761 

Park facilities 

11 433 514 



- 

- 

(535 371) 

10 898 143 

Solid Waste 

11 677 774 



- 

- 

(10 043 816) 

1 633 958 

Electricity Transmission Network 

43 609 784 

2 

597 

544 

- 

(1 476 026) 

44 731 302 

\ 

284 817 778 

37149 970 

121 790 

(33 834 552) 

288 254 986 
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4. Property, plant and equipment (continued) 
Reconciliation of property, plant and equipment - 2014 


Opening Additions 
balance 


Land 

5 352 200 

_ 

Buildings 

54 016 507 


Plant and machinery 

9 153 753 

15 168 254 

Furniture and fixtures 

1 438 968 

300 803 

Motor vehicles 

4 030 877 

321 582 

IT equipment 

859 824 

376 684 

WIP 

13 760 454 

19 150 565 

Roads 

133 783 356 

(4 460 224) 

Park facilities 

12 375 516 


Solid Waste 

15 377 887 


Electricity Transmission 
Network 

45 225 939 

- 


Disposals 

Transfers 

received 

Other 

changes, 

movements 

Depreciation 

Total 

- 

- 

- 

. 

5 352 20 

(2 573 058) 

10 171 904 

- 

(1 309 844) 

60 305 50 

(6 955) 

- 

- 

(3 483 958) 

20831 09 

(206 707) 

- 

- 

(279 877) 

1 253 18 

(417 655) 

- 

- 

(2 229 049) 

1 705 75 

(48 736) 

- 

- 

(428 757) 

759 01 

- 

(10 171 904) 

- 

.. 

22 73911 

(1 262 128) 

- 

- 

(16 621 171) 

111 439 83 

(338640) 

- 

- 

(603 362) 

11 43 ? ~51 

- 

- 

(3 317 899) 

(382 214) 

11 6( > 

* 

- 

- 

(1 616 155) 

43 609-78 


295 375 281 30 857 664 (4 8S3 879) - (3 317 899) (26 954 387) 291 106 78 


Included in Plant Machinery and Equipment is items of plant purchased on a hire purchase agreement from Laman 
Financial Services 


Restrictions on the use of plant are as follows; 

Use of goods: 

■ You must sell the goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

• You must sell the goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

Should it be required by law, you and any other person who uses or operates the goods must be fully qualified and/or licensed 
in respect of such goods. 

■ You must sell the goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

You may not modify the goods in any way without Lamans prior approval 

' Y° u mus{ tte goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

You may not take the goods out the republic of South Africa without prior written consent from Laman 
Termination by passage of time: 

■ You must sell the goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

You sell the goods on behalf of laman for an amount not less than the residuat value plus VAT or the market value whichever is 
greater. 

Cession and Assignment: 

• You must sell the goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

You may not cede any of youre rights or assign youre obligations to any party without the prior written approval of Laman 
Insurance: 

• You must sell the goods on behalf of laman for an amount not less than the residual value plus VAT or the market value 
whichever is greater 

You at all times keep goods insured with a registered insurer approved by Laman against all insurable risks, loss and damaqe 
to the value of the principal debt reflected in the first schedule. 



A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 
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* 2015 

2014 

5. Intangible assets 


2015 



2014 


Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

amortisation 


Valuation 

amortisation 



and 



and 



accumulated 



accumulated 



impairment 



impairment 


Computer software, 1 257 699 

{936 982) 

320 717 

805 687 

(476 893) 

328 794 

Reconciliation of intangible assets - 2015 

Opening 

balance 

Additions 

Disposals 

Amortisation 

Total 

Computer software 

328 794 

452 012 

(178 012) 

(282 077) 

320 717 

Reconciliation of intangible assets - 2014 


Opening 

balance 

Additions 

Amortisation 

Total 

Computer software 


59 328 

427 715 

(158 249) 

328 794 


6. Employee benefit obligations 
Defined benefit plan 

The defined benefit plan is focused on the liability that the municipality faces in respect of employees and continuation 
members currently covered by health care arrangements 

The municipality offers employees and continuation members the opportunity of belonging to one of several medical aid 
schemes, most of which offer a range of options pertaining to levels of cover. 

Upon retirement, an employee may continue membership of the medical scheme.Upon a member's death-in-service or death- 
in-retirement , the surviving dependants may continue membership of the medical scheme. 

In service members will receive a post retirement subsidy of 70% of the contribution payable. Widows and orphans of eligiblein 
service members are entitled to receive 60% subsidy on and after the death in service of an employee. All continuation 
members currently receive a 70% subsidy. Upon a member's death-inretirement, the surviving dependants will continue to 
receive the same 70% subsidy. 

^.Statement of Finacial Position 


Post employment medical benefits 



18 398 616 

18 479 000 

Statement of Financial Performance 

Termination benefits/ Post employment medical benefits 



(1 211 463) 

5 266 550 

Medical benefits 

Present value of unfunded obligations 

2015 

18 398 189 

2014 

18 479 000 

2013 

13 381 304 

2012 

12 445195 

Total present value of obligations 

Unrecognised past service costs 

18 398 189 

18 479 OOD 

13 381 304 

12 445 195 

(A$$et)/Liability for defined benefit obligations in the 
statement of financial position 

18 398189 

18 479 000 

13 381 304 

12445195 
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6. Employee benefit obligations (continued) 

Changes in the present value of the defined benefit obligation are as follows: 


Opening balance 
Benefits paid 

Net expense recognised in the statement of financial performance 


18 479 000 13381 304 

(546 914) (168 854) 

466 103 5 266 550 


18 398189 18 479 000 


Key assumptions used 




Assumptions used at the reporting date: 




Discount rates used 


9,06 % 

9,18% 

Health care cost inflation rate 


8,13 % 

8,34 % 

Net effective discount rate 


0,86 % 

0*97 % 

Average retirement age 


63,00 

63,00 

Continuation of membership at retirement 


100,00 % 

100,00 % 

Proportion assumed married at retirement 


90,00 % 

90|00 % 

Mortality during employment: SA 85-90 



Mortality post-retirement: PA(90) -2 




Withdrawal from service (sample annual rates) 

Age 

Female 

Male 


20 

13% 

13 % 


30 

11 % 

11 % 


40 

6% 

6% 


50 

3% 

3% 


>55 

- 

- 


140 

33 

33 



. Sensitivity Analysis 

The liability at the Valuation Date was recalculated to show the effect of: 


A 1% increase and decrease in the assumed rate of health care cost inflation; 

(ii) A 1% increase and decrease in the discount rate; 

(iii) A one-year age reduction in the assumed rates of post-retirement mortality; 

(iv) A one-year decrease in the assumed average retirement age; and 

(v) A 10% decrease in the assumed proportion of in-service members that continue to receive the subsidy after retirement. 
Additional text 



Assumption 

Change 

Central Assumptions 


Health care inflation 

1 


(1)% 

Discount Rate 

1 % 


(1)% 

Post-retirement mortality in years 

(1) 

Average retirement age 

(D 

Continuation of membership at retirement 

(10) 


(12) 


fn-service 

Continuation 

Total 

% change 

14 

5 

18 

_ 

17 

5 

22 

20 

11 

4 

16 

(16) 

11 

4 

16 

(15) 

17 

5 

22 

20 

14 

5 

19 

4 

15 

5 

20 

6 

12 

5 

17 

(7) 

111 

38 

150 

12 
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7. Inventories 



Consumable stores 

817 178 

686 705 

Inventory consist out of: 



Consumable stores 

817 178 

686 705 
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2015 

2014 

8. Receivables from exchange transactions 




Trade debtors 

Provisions for doubtful debts 


27 614 922 
(19 095 513) 

31 864 927 
(22 206 633) 



8 519 409 

9 658 294 

Balance as at 30 June 2015 

Electricity 

Refuse 

Other receivables 

Gross Provision for 

Balances Doubtful Debts 

9 859 449 (3 334162) 

23 810 734 

1 657 791 (441 452) 

Bad debts 
written off 
(933 987) 
(20 936 335) 
(1 162 629) 

Net Balance 

5 591 300 

2 874 399 
53 710 

Balance as at 30 June 2014 

Electncity 

Refuse 

Other receivables 

Gross Provision for 

Balances Doubtful Debts 
6 633 072 (2 378 378) 

15 241 397 (12 288 821) 

3 375 430 (924 406) 

Net Balance 

4 254 694 

2 952 576 

2 451 024 


25 249 899 

(15 591 805) 

9 858 294 

Refuse: Ageing 

Current (0 - 30 days) 

31 - 60 Days 

61 - 90 Days 

91+ Days 


728 934 
674 359 
22 407 441 

715 598 
610 654 
555 434 
13 359 711 



23 810 734 

15 241 397 

Electricity: Ageing 

Current (0-30 days) 

31 - 60 Days 

61 - 90 Days 

91+ Days 


1 297 305 
593 695 

7 968 449 

2 633 092 
588 216 
272 748 

3 139 017 



9 859 449 

6 633 073 

Other receivables: Ageing 

Current (0 - 30 days) 

31 - 60 Days 

61 - 90 Days 

91+ Days 


187 

12 725 

10 460 

1 634 419 

279 537 
160 931 
108 707 

2 826 255 



1 657 791 

3 375 430 

Summary of Debtors by Customer Classification 

as at 30 June 2015 

Current (0-30 days) 

31 - 60 Days 

61 - 90 Days 

91+ Days 

Consumers Industrial / 
Commercial 

258 

1 624 203 3 196 095 

1 424 358 3 247 692 

38 642 140 17 580 817 

Provincial 
and National 
Government 

2194 630 

9 844 639 
27 543 742 

Total 

258 

7 014 928 

14 516689 

83 766 699 

Subtotal 

Less: Provision for rates 

41 690 959 24 024 604 

(23 197 202) (13 367 492) 

39 583 011 

105 298 574 
(36 564 694) 


18 493 757 10 657 112 39 583 011 68 733 880 
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8, Receivables from exchange transactions (continued) 
as at 30 June 2014 


Current {0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
91+ Days 


Subtotal 

Less: Provision for doubtful debts 


Consumers Industrial/ Provincial Total 
Commercial and National 
Government 

1 055 836 1 176 656 837 069 3 069 561 

928 025 635 565 513 651 2 077 241 

862 958 379 840 374 938 1 617 736 

27 444 988 3 556 546 14 517 092 45 518 626 

30 291 807 5 748 607 16 242 750 52 283 1 64 

(27 932 677) (5 300 905) - (33 233 582) 

2 359130 447 702 1 6 242 750 1 9 04$ 582 


1 055 836 
928 025 
862 958 
27 444 988 


included in the total debtors by customer classification is the following amounts 
related to property rates (Refer to Note 9) 

Property Rates 
Provision for doubtful debts 


73135 473 28 008 909 

(17 469182) (11 026 950) 

55 666 291 16 981 959 


Reconciliation of the doubtful debt provision 
Balance at beginning of the year 
Contributions to provision (Note 24) 

Doubtful debts written off against provision 


22 206 632 5 740 287 

19 921 831 18 743 607 

(23 032 950) (2 277 262) 

19 095 513 22 206 632 


Trade and other receivables past due but not impaired 

Less than 30 days 
31 to 60 days 
61 to 90 days 


187 

2 038 964 
1 278 514 

3 317 665 


3 791 006 
1 166 667 
1 239 418 

6197 091 


Trade and other receivables impaired 

The amount of the provision was R 19 905 513.36 as at 30 June 2015 (2014: R 22 206 632.92). 

Credit quality of trade and other receivables from exchange 
^transactions. 

The municipality does not have a formal credit quaJfty assessment process 

Fair value of trade and other 
receivables. 

The carrying value of trade and other receivables approximates their fair value” 

9. Receivables from non-exchange transactions 

Other receivables from non-exchange revenue (impairment) 

Government grants and subsidies 
Property rates 


(17 376 248) (11 026 950) 

11 751 635 20 000 000 

73 135 473 39 924 2 44 

67 510 860 48 897 294 
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9. Receivables from non-exchange transactions (continued) 
Rates-Ageing 


Less than 30 days 
31 to 60 days 
61 to 90 days 
61 to 90 days 

TOTAL 


71 769 824 

4 975 963 717 441 

13 238 175 680 846 

54 921 264 37 729132 

73 136 473 39 897 243 


Receivables from non-exchange transactions impaired 


As of 30 June 2015, other receivables from non-exchange transactions of R 84 887 108 (2014: R 59 924 243) were impaired 
ana provided for. r 


The amount of the provision was R (17 469 182) as of 30 June 2015 (2014: R (1 1 026 950)). 



Reconciliation of the doubtful debt provision 


11 026 950 4 334 768 

6 442 231 6 692 182 

17 469 181 11 026 950 


Property Rates 


Opening balance 
Provision for impairment 

Balance at end of year 


Interest is charged on all accounts that are overdue for more than 30 days. Interest charged is at prime rate plus 1% 


Ageing of other non-exchange receivables 


Government grants and subsidies 

61 to 90 days 1 1 751 634 20 000 000 


10. VAT receivable 


VAT 


3 863 037 


2 455 629 



VAT is payable on the receipts basis. VAT is paid over to SARS only once payment is received from debtors All VAT returns 
were submitted and paid on time during the year 


11. Cash and cash equivalents 


Cash and cash equivalents consist of: 

Cash on hand 
Bank balances 
Cali deposits 
Other 


3 851 778 3 264 261 


5 559 3 698 

3 036 662 2 468 386 

9 376 9 076 

800 181 783 101 
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11* Cash and cash equivalents (continued) 


The municipality had the following bank accounts 


Account number / description 

ABSA BANK - Cheque - 
4081716725 


Bank statement balances Cash book balances 

30 June 2015 30 June 2014 30 June 2013 30 June 2015 30 June 2014 30 June 2013 
2 883 131 2 369 568 - 2 707 886 2 215 425 



FNB BANK- Cheque - 
62026192336 

328 776 

252 961 

1 120 891 

328 776 

252 961 

1 105 797 

FNB BANK - Call Account - 
62111847854 

9 670 

9 076 

10172 

9 376 

9 076 

10172 

ABSA BANK - Investment - 
9287386171 

1 

- 

- 

» 

- 

- 

Other bank suspence accounts 

- 

- 

- 

805 740 

786 800 


Total 

3 221 578 

2 631 605 

1 131 063 

3 851 778 

3 264 262 

1 115 969 

f 

12. Revaluation reserve 







Opening balance 





2 659 100 

2 659 100 

13. Finance lease obligation 







Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

- later than five years 





11 334 417 

8 979 256 

5 746 352 
10 022140 
(5 746 352) 

(ess: future finance charges 





20 313 673 
(2 026 771) 

10 022 140 
{705 492) 

Present value of minimum lease payments 




18 286 902 

9 316 648 

Present value of minimum lease payments due 






- within one year 

- in second to fifth year inclusive 

- later than five years 





9 768 886 

8 518 016 

4 720 431 

9 316648 
(4 720 431) 






18 286 902 

9 316 648 

Non-current liabilities 

Current liabilities 





10 301 192 

9 481 163 

9 384 209 

4 897 346 






19 782 355 

14 281 555 


The municipality purchased plant and equipment on a hire purchase agreement over a period of 36 months. The municiDaltv is 
also renting photo copy machines for a period of 36 months. 


14. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 

MIG 

INEP 

EEDSM 

Library Grants 

ECDLGTA- Greening and Beautification 

LSDF - Middledrift Spatial Development Framework 


6 175 270 

2 096 061 
1 975 301 

714 164 714164 

147 392 147 392 

7 036 826 4 932 918 
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15. Provisions 

Reconciliation of provisions - 2015 


Environments) rehabilitation 
Employee benefit cost 


Opening Additions 
Balance 

16 498 682 

3 807 449 1 064 250 

20 306 131 1 064 250 


Utilised 
during the 
year 

(3188 395) 


(3 188 395) 


Reversed 
during the 
year 

(3317 899) 


(3 317 899) 


Change in 
discount 
factor 

476 231 


476 231 


Total 


10 468 619 
4 871 699 

15 340 318 


Reconciliation of provisions - 2014 


Environmental rehabilitation 
Employee benefit cost 


Opening 

Balance 

16 599454 
3 491 548 

20 091 002 


Additions 


4 384 818 
315 901 

4 700 719 


Reversed 
during the 
year 

(5 606 385) 


(5 606 385) 


Change in 
discount 
factor 
1 120 795 


1 120 795 


Total 


16 498 682 
3 807 449 


20 306 131 


Provision for rehabilitation of landfill sites 

The municipality operates 4 refuse disposal sites in and around Nkonkobe Municipality (Alice, Middledrift, Fort Beaufort and 
Seymour). in accordance with legislation, every year the municipality raises a provision for the estimated cost of rehabilitating 
the land on which the sites are situated.The provision is assessed every year by aquaiified valuer and a liability raised 
Movements in the provision are recognised in the statement of financial performance. 

Principal assumptions: 

The estimates for the previous years were calculated by using the rates for items as used by ourselves 
during those years. The cost estimates show an increase from 2013 to 2014, but a decrease from 2014 
to 2015 for the Alice and Middledrift sites. This is due to certain construction items having decreased in 
price per uni 

The table below indicates the CPI (all items) and PPI (Civil Engineering) headlines from June to June of 
the past 5 years obtained from StatsSA. 

From the below it can be seen that construction item unit rates decreased from 2014 to 2015, but hourly 
rates for personnel and other costs increased. 

Summary of assumptions 

The following assumptions were made in order to provide estimates for the rehabilitation of the sites under 
consideration; 

- All sites fall under the category of previously unlined B- sites, the capping design as described in 
section 3 is therefore used to calculate the estimates. 

- The above indicated footprints requiring rehabilitation are correct and verified by the site owners. 

- Sufficient quantities of capping material as described in section 3.1 are available from on-site and 
nearby sources. 

- Minimal shaping of the existing waste body as this should be done during site operations to maximise 
use of the available disposal airspace. 

- Provision for Fort Beaufort was not calculated for 30 June 2015 as construction for rehabilitation is 
under way and funded by D;EA. 


Year 

PPI Civ. Eng. (%} 

CPI all items (%) 

10/11 

5 

11/12 

5 

5 

12/13 

5 

6 

13/14 

3 

7 

14/15 

(?) 

5 


5 

10 

11 

10 

(2) 

Provision for long-service awards 


45 


Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Notes to the Annual Financial Statements 

Figures in Rand 


1$. Provisions (continued) 

Tfie municipality offers employees Long Service Awards for every 5 years of service completed, from 5 years of service to 45 

years of service .inclusive. The LSA is not a funded arrangement 

Principal actuarial assumptions 

Discount rate 7 „ 0/ 

General salary inflation fi ' Q1 0/ Z'zl .7 

Net discount rate J?} £ l 

Average retirement age * 63 °' 73 /o 

Pre-retirement mortality SA85-90 

16. Consumer deposits 


Electricity 

Consumer deposits collected do not accrue any interest . 

1 7. Payables from exchange transactions 

Trade payables 
Amounts received in advance 
Accrued leave pay & bonus accrued 
Other creditors 


18. Revenue 

Service charges 

Rental of facilities and equipment 
Other income 

Interest received - investment 
Property rates 

Government grants & subsidies 
Fines, Penalties and Forfeits 


The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Service charges 

Rental of facilities and equipment 
Other income 

Interest received - investment 


1 371 746 1 268 830 


36 153193 
14 599 862 
7 399 975 
20 081 846 

78 234 877 


40 837 680 
273 605 
3 654 532 
5 860 804 
52 307 737 
145 196 304 
42 950 


35 750 069 
11 754 778 
6 938 649 
21 809 857 

76 253 356 


37 666 131 
287 905 

2 473 492 

3 992 959 
35 299 594 

133 592 189 
196 955 


248 1 73 61 2 21 3 509 225 


40 837 680 
273 605 
3 654 532 
5 860 804 

50 626 621 


37 666 131 
287 905 

2 473 492 

3 992 959 

44 420 487 


The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 

Property rates 
Licences or permits 
Transfer revenue 
Government grants & subsidies 
Fines, Penalties and Forfeits 


52 307 737 
2 766 637 

145 196 304 
42 950 


35 299 594 
2 765 651 

133 592 189 
196 955 


200 313 628 171 854 389 
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201$ 

2014 

19. Service charges 

Sale of electricity 

30 787 752 

28 225 759 

Refuse removal 

10 049 928 

9 440 372 

Total Service Charges 

40 837 680 

37 666131 

20. Rental of facilities and equipment 



Facilities and equipment 

Straight-lined operating lease receipts 

272 095 

286 395 

Other rentals 

1 510 

1 510 


273 605 

287 905 

The major category of rentals relates to house that are rented out to employees. 

21. Other Income 

Revenue from Exchange Transactions - Sale of goods and services 

3 654 532 

2 473 492 

22. Investment revenue 



Interest revenue 

Bank 

255 766 

189 803 

Interest charged on trade and other receivables 

5 227 626 

3 402 554 

Financial assets 

377 412 

400 602 


5 860 804 

3 992 959 



o 
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23. Property rates 

Rates received 

Residential 

Commercial 

State 

Heavy industries 
Light Industries 
Church 
Industrial 

Privately Owned Towns 
Vacant 

Multy Purpose 


O Valuations 


3 441 197 

3 631 346 

3 928 669 

4 723 161 

44 499 347 

- 

- 

1 302153 

- 

24 881 159 

- 

69 

- 

32 

- 

553 102 

438 524 

92429 

- 

116 143 


52 307 737 35 299 594 


Residential 

Commercial 

State 

Other 


1 131 975 500 884 949 644 

796 875 992 958 259 930 

2 428 463 200 1 31 1 563 046 

- 165190 288 

4 357 314 692 3 319 962 908 


Valuations on land and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2014. 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 


A general rate of 0.0079 (residential). 0.016274 (business), 0.0237 (state) is applied to property valuations to determine 
assessment rates. Rebates of R35.000 are granted to residential property owners. 


Rates are levied on a monthly or annual basis with the final date of payment being 30 September for annua! levies. Interest 
pnme+1 /o per month (2014:prime +1%) is levied on outstanding rates. A reclassification in categories is noted here above 
This is as a result of the new valuation roll that was implemented. 


at 


1 24. Grants and subsidies paid 
Other subsidies 


Indingent Subsidy to consumers 

Nkonkobe Economic Development Agency (NEDA) 

Other 

6 052 644 

3 340 146 
200 000 

8 942 095 

1 370 954 
200 000 


9 592 790 

10 513 049 

Grants paid to ME's 



Other subsidies 

9 592 790 

10 513 049 


9 592 790 

10 513 049 
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25. Government grants and subsidies (continued) 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
Ail registered indigents receive a monthly subsidy of R 155 (2014: R 88), which is funded from the grant. 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, (Act No2 of 2013), no significant changes In the level of 
government grant funding are expected over the forthcoming 3 financial years. 



o 
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26. Employee related costs 


Basic 

Bonus 

Medical aid - company contributions 

UIF 

WCA 

SDL 

Other payroll levies 
Leave pay provision charge 

Travel, motor car. accommodation, subsistence and other allowances 

Overtime payments 

Long-servfce awards 

Housing benefits and allowances 

Other Council Contributions 

Termination benefits 

Employee costs - wages - casual staff 


57 206 833 

47 098 843 

3 485 337 

4 356 399 

2 952 248 

1 872 506 

434 578 

395 931 

1 068 769 

1 257 606 

756 061 

652 986 

8 466 957 

7 390 263 

2 080 329 

2 044 316 

2 377 476 

3 211 751 

1 719 181 

1 884 292 

536 889 

633 280 

1 856 043 

315 877 

202 817 

191 979 

(1 211 463) 

5 266 550 

4 798 624 

1 561 665 


86 730 679 78 134 244 



Remuneration of municipaf manager 


Annual Remuneration 
Car Allowance 

Reimbursive Allowance (S&T) 

Contributions to UIF, Medical and Pension Funds 
Other 

Undefined Difference 


426 199 

582 135 

265 748 

390 608 

30 898 

p. 

6 669 

10 696 

174 384 

33 434 

(174 384) 


729 514 

1 016 873 


Remuneration of chief finance officer 


Annua! Remuneration 
Car Allowance 

Reimbursive Allowance (S&T) 

Contributions to UIF, Medical and Pension Funds 
Other 


532 371 415 207 

254 366 299 464 

61 601 

10 038 103 018 

47 151 20 484 

905 527 838 173 


Remuneration of executive directors 



Remuneration of Individual Executive 

Annual 

Travel, motor 

Reimbursive 

Contributions 

Total 

Directors - 2015 

Remuneration 

car, 

travel 

to UiF, Medical 




accommodatio 

allowance 

and Pension 




n, subsistence 


Funds 




and other 






allowances 




Technical Services 

554 248 

353 388 

5 998 

10 153 

923 787 

Corporate Services 

554 248 

353 388 

92 888 

10 783 

1 01 1 307 

Strategic LED 

554 248 

436 593 

43 565 

10 714 

1 045 120 


1 662 744 

1 143 369 

142 451 

31 650 

2 980 214 

Remuneration of Individual Executive Directors 




- 

. 
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26. Employee related costs (continued) 

Remuneration of Individual Executive Annua} 

Directors - 2014 Remuneration 


Technical Services 505 833 

Corporate Services 255 000 

Corporate Services: Acting Senior Manager 427 708 

Strategic LED 93 000 

Strategic LED: Acting Senior Manager 324 900 


1 606 441 


Relmbursive 

Travel, motor 

Contributions 

Total 

travel 

car, 

to INF, Medical 


allowance 

accommodatio 

and Pension 



n, subsistence 

Funds 



and other 




allowances 



12 813 

328 794 

9 560 

857 000 

9 451 

169 962 

5 099 

439 512 

6 589 

168 078 

99 371 

701 746 

2 650 

168 190 

3 026 

266 866 

5 440 

308 291 

81 290 

719 921 

36 943 

1 143 315 

196 346 

2 985 045 


27. Remuneration of councillors 


C3 Mayor 

Executive Committee Members 

Speaker 

Councillors 

Councillors' pension contribution 
Councillors' allowances 


230 313 713 859 

2 774 071 2 141 832 

604 887 579 051 

1 928 263 673 269 

3 51 1 308 3 205 594 

3 409 262 4 984 594 

12 458 104 12 298199 


The Mayor. Speaker and Executive Committee Members are full-time. Each is provided with an office and secretarial suooort at 
the cost of the Council. 

The Mayor and the speaker have use of the Council owned vehicle for official duties and are also allocated a drivers at the 
expense of the Council. 

28. Depreciation and amortisation 

Property, plant and equipment 24 573 255 28 1 64 828 

Intangible assets 282 077 144 103 

___ 24 855 332 28 308 931 

^ -. 29.' Impairment of assets 
Impairments 

Property, plant and equipment g 543 512 

Describe the events and circumstances that led to the recognition or reversal of the 
impairment loss. The recoverable amount or [recoverable service amount] of the asset 
was based on its fair value less costs to sell or [its value in use.] 

9 643 512 ; 


Fort Beaufort landfill site that has been used for disposing waste over the year, fs fs In the process of closure. This site is being 
rehabilitated and will no longer be used for disposing waste. The total rehabilitaion cost capitalised to the asset was Rllmillion 
With the closure and rehabilitation in progress, the total rehabilitation cost previously capitalised to the asset was impaired to 
correspond with the provision for rehabilitation of the site that was recognized as a non current liability. 

30. Finance costs 

Trade and other payables 
interest on unwinding of provision 

6 251 359 1 515 354 


3 808 694 328 073 

2 442 665 1 187 281 
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Figures in Rand 

2015 

2014 

31. Debt impairment 

Exchange transactions 

Non exchange transactions 

(19 095 513) 
(17 376 248) 

(22 206 633) 
(11 026 950) 


(36 471 761) 

(33 233 583) 

32. Bulk purchases 



Electricity 

33 050 589 

27 008479 


33. General expenses 


Advertising 

Auditors remuneration 

Bank charges 

Cleaning 

Commission paid 

Consulting and professional fees 

Consumables 

Donations 

Entertainment 

Rental of equipment 

Insurance 

Motor vehicle expenses 
Fuel and oil 
Postage and courier 
Printing and stationery 
Protective clothing 

Security (Guarding of municipal property) 
Staff welfare 

Subscriptions and membership fees 

Telephone and fax 

Training 

Travel - local 

Electricity 

Water 

Tourism development 
Events 

Ward Committee Activities 
Bursaries 

Special Programmes 
CO-OP 

Valuation costs 
Other expenses 


237 372 

638 311 

3 659 361 

3 881 947 

374 865 

213 761 

16 053 

228 420 

31 122 

193 309 

2 479 397 

8 700 133 

309 362 

549 004 

23 189 

37 244 

87 328 

319 521 

16 000 

1 743 872 

1 044 762 

966 512 

272 977 

273 003 

2 809 586 

2 974 456 

46 413 

227 298 

531 096 

446 968 

210 487 

463 647 

178 369 

225 542 

40 112 

175 685 

737 086 

1 100 966 

3 613 034 

3 122 037 

986 901 

1 055 111 

1 982 424 

4 058 329 

95 259 

138 822 

192 959 

2 527 612 

526 431 

598 094 

112 124 

1 750 883 

2 719 312 

2 596 116 

119 664 

(53 830) 

2 278 714 

1 422 364 

1 218 158 

1 033 160 

1 385 571 

1 409 551 

4 294 044 

7 680 226 

32 629 532 

50 698 074 




34. Fair value adjustments 

Other financial assets 

• Other financial assets (Designated as at Fair Value through Profit 3c Loss (594 000) 


35. Auditors* remuneration 

Audit Fees 

3 659 361 

3 881 947 
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36. Cash generated from operations 


Surplus (deficit) 

Adjustments for: 

Depreciation and amortisation 
Gain on sale of assets and liabilities 
Fair value adjustments 
Debt impairment 

Movements in retirement benefit assets and liabilities 
Movements in provisions 

Changes in working capital: 

Inventories 

Receivables from exchange transactions 
Oebt impairment 

Other receivables from non-exchange transactions 
Payables from exchange transactions 
/~\ VAT 

V __ _J Unspent conditional grants and receipts 
Other liability 


6 548 679 

24 855 332 
213 641 
594 000 
20 437 676 
(80 384) 

7 906 482 

(130 473) 
1 138 885 
(20 437 676) 
(18 520 632) 

1 981 521 
(1 407 408) 

2 103 908 
1 298 511 


26 502 062 


(25 382 382) 

28 308 931 
748 304 
(1 927 100) 
23 158 529 
5 097 696 
261 094 

245 234 
(611 236) 
(23158 529) 
(43 358 455) 
37 390 722 
(2197 609) 
4 771 362 
111 624 


3 458185 


37. Related parties 


Members of key management: 

Municipal manager : ( Resigned February 2015) 
Municipal manager : (Acting) 

CFO 

LED Senior Manager : 

Technical Services Senior Manager : 

Corporate Services Senior Manager 

Municipal Entity 


Mr KC Maneli 
Mr L Menze 
Mrs B Lubelwana 
Mr L Menze 
Mr Z Nkosinkulu 
Mrs NK Fotoio 


Nkonkobe Economic Development Agency is 100% owned by the Nkonkobe Local Municipality 

The municipality provides a transfer subsidy to the development agency to assist with its operations. In addition the 
municipality also settles the entity’s audit fees on its behalf. 


^ , Related party transactions 

Subsidy paid to Nkonkobe Economic Development Agency 


3 340 146 2 592 149 
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38. Prior period errors 
Current Liabilities 

Nkonkobe Municipality entered into an agreement with the department of environmental affairs whereby the department agreed 
to assist the municipality by paying for closure and rehabilitation of Fort Beaufort Landfill site and land rehabilitation, to the 
value of R20 000 000.00. No disclosure was made on the prior year's financial statement in respect of this agreement. The 
effect of the correction is as follows; 

Statement of Financial Position 

Deferred Income (Liability) R 20 non non 

Statement of Financial Position 
Current Assets 

Nkonkobe Municipality entered into an agreement with the department of environmental affairs whereby the department agreed 
to assist the municipality by paying for closure and rehabilitation of Fort Beaufort Landfill site and land rehabilitation, to the 
value of R20 000 000.00. No disclosure was made on the prior year's financial statement in respect of this agreement. The 
effect of the correction is as follows; 

Receivables from non-exchange transactions R 20 000 000 

Property Plant and Equipment 
Roads and Work In Progress 

A project that was completed in the 2013/14 financial year was not capitalised in that year. This project has now been 
capitalised based on the actual costs incurred. Accumulated depreciation on the asset has been re-stated as well. 

Incomplete projects were loaded on the system as assets instead of under construction projects. The assets were 
subsequently capitalised into completed assets on completion date. This resulted in double capitalisation thereby over stating 
assets. Depreciation was not affected by the double counting. 

Effect; 

Statement of Financial 
Position 

Property Plant and Equipment: (Roads) (R io 696 214) 

Property Plant and Equipment (Parks) (r 33 s 640) 

Accumulated depreciation r 76 047 

Work In progress (R -) 1 373 4 gs) 

Statement of Financial Performance 

Depreciation r 7 g 047 

Non Current Provisions 
Landfill sites Provisions 

This provision has now been revised by expertsThe correction of the error(s) results in adjustments are as follows; 

Statement of Financial Position 

Non Current Provisions (Provision for rehabilitation of landfill sites) (R 1 3 993 089) 

Non Current Assets 
Property Plant and Equipment 
Accumulated Depreciation 
Statement of Financial Performance 
Depreciation 

Finance Costs (Unwinding of Interest) 

Profit/Loss on sale of asset 


R 9 580 174 
(R 261 096) 

R 382 214 
R 1 120 795 
R 11493 
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38. Prior period errors (continued) 


Statement of financial position 


Non-Current Assets 
Property, plant and equipment 
Investment property 
Intangible assets 
Current Assets 
Inventories 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transaction including 
taxes and fines 
Cash and cash equivalents 
Vat receivable 
Equity and Liabilities 
1 Equity 
Reserves 

Accumulated surplus/ (deficit) 

Liabilities 

Non-Current Liabilities 

Finance lease obligation 
Provision for longservice awards 
Defined benefit plan obligations 
Provision for rehabilitation of landfill sites 
Current Liabilities 

Current portion of finance lease obligation 

Trade and other payables from exchange transactions 

Current portion of unspent conditional grants and receipts 

Other current financial liabilities 

Consumer deposits 

Payments received in advance 


Statement of Financial Performance 


Revenue from non-exchange 

transactions 

Property rates 

Fines, Penalties and Forfeits 
Licenses and permits 
Government grants and subsidies 
Revenue from exchange transactions 
Service charges 

Rental of facilities and equipment 

Interest earned - external investments 

Interest earned - outstanding receivables 

Other income 

Expenses 

Bulk purchases 

Employee related costs 

Remuneration of councilors 

Bad debts 

Depreciation and amortisation expense 
Repairs and maintenance 
Grants and subsidies paid 
General expenses 
Finance costs 


2014 As 
previously 
reported 


35 299 594 
196 955 

2 765 651 
133 592 189 

37 666 131 
287 905 
590 406 

3 402 554 
2 473 491 

(27 008 479) 
(81 412 668) 
(12 298199) 
(23 158 529) 
(27 850 670) 
(7 922 770) 
(10 513 049) 
(50 698 074) 
(394 559) 


2014 As 
previously 
reported 

Reclassificati 

on 

Error 

:oi4 

Re-stated 

281 863 749 
21 221 700 
328 794 

: 

9 243 031 

291 106 780 
21 221 700 
328 794 

686 705 

9 658 294 
28 897 294 

- 

20 000 000 

686 705 
9 658 294 
48 897 294 

3 264 261 

2 455 629 

- 

- 

3 264 261 

2 455 629 

(2 659100) 
(243 899 330) 

- 

1 590 553 

(2 659 100) 
(242 308 777) 

(9 382 106) 
(3 807 449) 
(18479 000) 
(2 505 593) 

(2 103) 

(13 993 089) 

(9 384 209) 
(3 807 449) 
(18 479 000) 
(16 498 682) 

(4 899 449) 
(44 498 575) 
(4 932 919) 
(289 299) 
(1 268 829) 
(11 754 778) 

2 103 

(20 000 000) 

(4 897 346) 
(64 498 575) 
(4 932 919) 
(289 299) 
(1 268 829) 
(11 754 778) 

(1) 

- 

(3 159 505) 

(3159 506) 

Reclassificati 

on 

Error 

Column !014 
heading Re-stated 


- 

- 

- 

35 299 594 

* 

• 

- 

196 955 

“ 

“ 

- 

2 765 651 

“ 


- 

133 592 189 

- 

- 


37 666 131 



- 

287 905 

- 

- 

- 

590 406 


- 

- 

3 402 554 


“ 

- 

2 473 491 

- 

- 

• 

(27 008 479) 

- 

" 

- 

(81 412 668) 

** 


- 

(12 298 199) 


- 

- 

(23156 529) 

- 

(458 261) 

- 

(28 308 931) 


- 

- 

(7 922 770) 


- 

- 

(10 513 049) 

- 

- 

- 

(50 698 074) 


(1 120 795) 

- 

(1 515 354) 
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38. Prior period errors (continued) 

Gain /( Loss) on sale of assets 

Gain / (Loss) on fair value adjustment 

(851 156) 

1 927 100 

(11492) 

(862 648) 
1 927 100 


(23 906 177) 

(1 590 548) 

- (25 496 725) 


39. Risk management 
Financial risk management 
Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors.The entity only deposits cash with major banks 
with high quality credit standing and limits exposure to any one counterparty. 

Trade receivables comprise a widespread customer base. Sales to customers are settled in cash or with bank guaranteed 



The financial assets carried at amortised cost expose the entity to credit risk. The value of the maximum exposure to credit risk 
are as follows for each of classes of financial assets at amortised cost: 


Financial assets 

Cash and cash equivalents 

Other receivables from non-exchange transactions (cost) 
Other receivables from non-exchange revenue (impair) 
Trade and other receivables (cost) 

Trade and other receivables (impairments) 


3 851 778 
84 887 108 
(17 376 248) 
31 477 959 
(19 095 513) 


3 264 261 
59 924 244 
(11 026 950) 
34 320 556 
(22 206 633) 


83 745 084 64 275 478 


Collateral held and other credit enhancements 

The municipality does not hold any collateral in relation to the financial assets above. 

Concentration of credit risk 

Credit risk is mainly concetrated on Trade and other receivables from exchange transaction. 

The major concentrations of credit risk that arise from the Municipality's receivables in relation to customer classification are as 
follows: 

Consumer debtors 
Industrial / Commercial 
Provincial and National Government 


100 % 100 % 


40 % 47 % ) 

23 % 9 % 7 

37 % 44 % 
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40. Irregular, Fruitless and Unauthorised Expenditure 
Irregular expenditure 


Opening balance 

16 602 581 

13 400 605 

Add: Irregular Expenditure - current year 

15 117 756 

3 201 976 

less: Amounts condoned 



Less: Amounts condoned 



Less: Amounts not recoverable (not condoned) 

- 



31 720 337 

16 602 581 

Details of irregular Expenditure 

Description 

Amount 

Vaxobyte PTY LTD 

1 

300 000 

NKonjane Cleaning & Catering Co-operative 

2 

624 167 

Laman Financial Services 

3 

14193 589 


- 

15117 756 


1 , The tender awarding committee did not form a quorum when this tender was awarded. The tender was 
subsequently terminated by council. 


• 2. The tender awarding committee did not form a quorum when this tender was awarded. The tender was 
subsequently terminated by council 

* The contract was awarded to the service provider based on application of sec 32 of the SCM policies. The awarding 
was regarded as irregular where the tender was awarded initially (Port St Johns Municipality), the Auditor General 
declared the awarding at Nkonkobe Municipality as irregular as well, based on the Port St Johns awarding. 

Fruitless and Wasteful expenditure 


Openning Balance 
Fruitless and wasteful expenditure 
Approved or written off by Council 
To be recovered - contingent asset 


1 339 894 2 236 320 

1 336 605 1 339 894 

(2 236 320) 


2 676 499 1 339 894 


Details of Fruitless and Wasteful expenditure 

Fruitless and wasteful expenditure relates to interest incurred on purchase of electricity (Eskom debt) late payments on audit 
fees and SARS. 

Unauthorised expenditure 

( ) Opening balance 

v ~ y Unauthorised expenditure 

70 743 141 40 309 231 


40 309 231 630 000 

30 433 910 39 679 231 
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41* Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy 
must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officer and includes a note to the annual financial statements. 

Goods and services were procured during the financial year under review and the process followed (n procuring those goods 
deviated from the provisions of paragraph 12{1){d)(i) as stated above. The reasons for these deviations were documented and 
reported to the accounting officer and council who considered them and subsequently approved the deviation from the normal 
supply chain management regulations. 


Details of Minor breaches of SOM Policies 
Budget & Treasury Office Department 

Times Media 
Times Media 
Grizzly Engineering 
Au recon 

Central locksmith 

Times Media 

Times Media 

Conlog 

Aurecon 

Kempston Fuels 

Engineering Department 

Candi-Lite Cables cc 

Beak Shredder 

North & Robertson*s E.L 

Huntshu 

Zezethu Consulting Engineers 
Strategic Planning & LED Department 
Times Media 
Times Media 

Corporate Services Department 

Fort Hare Community Radio 

G&B Motors 

Times Media 

Times Media 

Times Media 

Times Media 

Datnis Nissan 

Tractor World 

Barloworld 

TFM Manufacturing 

Province of the eastern cape 

Datnis Nissan 

Times Media 

Times Media 

Autohas BMW 

Autohas BMW 

Daftness Nissan 

Coetzer Fire Services 

Times Media 

Times Media 

Times Media 

Babcock 

P,G. GLASS 

Province of the Eastern Cape 
Ferobrake 
Buffalo Toyota E/L 
Ferobrake 


Amount 2015 

6 327 

7 592 
24 943 

637 225 

5 424 
11 080 

8 646 
13 939 

470 200 

141 480 

44 237 
39 078 
17416 
1 749 835 
813 276 

10 465 

6 202 

4 500 

7 521 
6 202 

16164 
19 853 
18 383 
2 382 
2 105 

142 728 

4 066 
16 771 

2 689 
6 202 
12 403 

8 447 

5 603 
28 977 

2 850 

6 566 
10 619 

6 566 
22 791 

1 308 

2 352 
2 648 
6 830 
2 218 


59 


Nkonkobe Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


Company Secretary’s Certification 


41. Deviation from supply chain management regulations (continued) 

Ferobrake 

The Motorbake Trust 

Ferobrake 

G and B Motors 

Eastern Cape Tyres 

Municipal Manager's Office 

Times Media 

3 971 

6 067 

8 299 

7 986 

5 496 002 

6 618 

9 90S 052 

42. Fines, penalties and forfeits 


Fines 

42 950 196 955 


43. Repairs and Maintenance 


r\ 


Repairs and maintenance 


17 752 252 


7 922 770 
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44. Operating Leases 

At the reporting date the entity has outstanding commitments under operating (eases which fall due as follows; 
Operating lease arrangements 

Lessee 

The major category of asset leased is Cell phone and data cards 

At the reporting date the entity had outstanding commitments under non-cancellable operating leases, which fall due as 
follows: 


Up to 1 year 
1 to 5 years 

1 137 846 1 589 980 


227 569 1 249156 

910 277 340 824 


Lessor 

The municiplity rents out houses within its area to staff members. Rental collected as at year end amounted to R168 329.65 
At the reporting date the entity had contracted with tenants for the following future minimum lease payments 

Heading 

Up to 1 year 
1 to 5 years 

850 313 152 460 


164 663 43 560 

685 650 108 900 


45, Statement of Budget Comparison: Reasons for variances 

Explanation for variances is given for variances of 1 0% and above as they are considered material. 

1. Rates:The municpality implemented three (3) suplementary valuations which resulted in a huge increase in the billing of 
rates, service charges and interest levied on overdue accounts 

2. Service Charges: The municpality implemented three (3) suplementary valuations which resulted in a huge Increase in the 
billing of rates, service charges and interest levied on overdue accounts 

3. Interest Received. The muniicpality implemented three (3) suplementary valuations which resulted in a huge increase in the 
billing of rates, service charges and interest levied on overdue accounts 

4. Tran$fer recognised: Variance below 10% therefore considered immaterial 

5. Other revenue: The municpality implemented three (3) suplementary valuations which resulted in a huge Increase in the 
billing of rates, service charges and Interest levied on overdue accounts 

6. Employee Cost: Variance less than 10% therefore immaterial 

7. Councillors Allowance: Variance is less than 10% therefore immaterial 

8. Debt Impairement: Analysis of impairement was done at year end. It was not possible to estimate and budget accurately as 
the objections to the valuation roll were pending and subvaluation rolls loaded in the middle of the year. 

9. Depredation: Variance is less than 10%, therefore considered immaterial. 

1 0. Finance Charges: Interest on unwinding of provisions was not known at the time of preparing the budget, and was 
therefore not budgeted for. It should be noted that this interest is calculated by specialists which are appointed by the 
municipality to prepare these reports as at year end. The financial year must be dosed before this interest can be calculated. 

1 1 . Bulk Purchases: The munidpality entered into an agreement with Eskom in respect of unpaid bills from the previous 
fiandal year. The payment thereof resulted in over expenditure 

12. Transfers and Grants: Variance is less than 10% therefore immaterial. 

13. General expenses: Variance is less than 10% therefore considered immaterial. 

14. Impairement loss : The impairement loss arises as a result of derecognition of Fort Beaufort Landfill site which is in the 
process of being closed. The landfill site value was not known at the time of budgeting. 

15. Repairs and Maintenance: The increase is attributable to repairs and maintenance of land rehabilitation and expenses 
incurred on closure of the landfill site. These expenses are funded by the Department of Environmental Affairs. The funding 
was not included in the buget. 
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46. Gains or loss on sale of assets 
Property, plant and equipment 


(213 641) (748 304) 
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47. Contingent Liabilities 



Claim for damages 

Claim 1 



PLM Construction vs Nkonkobe Municipality - PLM Construction Is suing the 

Municipality for payment in terms of a breach of contract on the construction of a road 

- 

78 066 

in Fort Beaufort. The claim was Increased by the Plaintiff and the matter is still pending 
at year end. (Case abandoned in 201 5 financial year) 



Claim 2 



B.E Baba vs Nkonkobe Municipality - The plaintiff is claiming for damages caused to 
his vehicle after it collided with one belonging to the municipality. The plaintiff passed 
away and it is probable that the case will not continue 

** 

16100 

Claim 3 



Nkonkobe Municipality vs Mdlalo - The employee ordered retrospective reinstatement 
with 16 months compensation to the amount of R176 000, The award is taken in the 
labour court 

Claim 4 

176 000 

176 000 

Ligitaion in a matter between Nkonkobe Municipality and Mampana. Municipality sued 
for general damages for injuries sustained in a bridge at Fort Beaufort. 

250 000 

- 


426 000 

270 166 

Fines and Penalties 



The municipality is operating 3 landfill sites without the required permits from the 

Department of Environmental Affairs, The Department may impose a penalty of up to 

R10 000 000.00 per landfill site operated without the required permits or for non- 
compliance with permit conditions. There is uncertainty if the penalties will be imposed. 
(Licenses for all landfill sites were obtained from the Department of Environmental 


30 000 000 

Affairs) 



Contingent Assets 

Nkonkobe Municipality vs Mdlalo & Luthweyi Civil - The employees were charged of 
embezzling funds. The municipality is in a process of recovering funds from their 
provident fund to the amount of R593 000, The claim is for legal costs incurred and the 
matter is before the labour court at year end. 

104 000 

104 000 

4$. Additional Disclosures in Terms of Municipal Finance Management Act 




_ 

, 

49. Additional Disclosures in Terms of Municipal Finance Management Act 



Contributions to organised local government 

Council subscription 

947 131 

1 911 842 

Amount paid-current 

(947131) 

(1 911 842) 

Amount paid-previous year 

- 


Balance unpaid (included in payable) 

- 

- 

Audit fees 
opening balances 

1 065 224 

1 069 071 

Current year audit fees 

4 675 289 

3 570 004 

Amount paid-current 

(2 117 518) 

(2 500 934) 
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Amount paid-previous 

(531 157) 

(1 072 917) 

Balance unpaid (included in payable) 

3 091 838 

1 065 224 

PAYE, SDL AND UIF 

opening balances 

- 


Current year payroll deductions 

14 532 484 

10 901 856 

Amount paid-current 

(13 404 925) 

(10 901 856) 

Amount paid-previous 

- . 

- 

Balance unpaid (included in payable) 

1 127 559 

• 

Pension and Medical Aid Deductions 

opening balances 

- 

. 

Current year payroll deductions 

16 484 406 

12 384 709 

Amount paid-current 

15 207 642 

(12 384 709) 

Amount paid-previous 

- 

- 

Balance unpaid (included in payable) 

31 $92 048 

- 

Councillor’s arrear consumer accounts 2018 

Outstanding Outstanding 

Total 

less than 90 more than 90 
days days 

The following Councillors had arrear accounts outstanding for more than 


90 days as at:as at 30 June 2015 

Councillor S P Matyiia 

172 

172 

Councillor M E Mgengo 

353 

353 

Councillor C N Nono 

88 972 

1 060 

Councillor N V Gora 

88 2 678 

2 766 

Councillor P Sixolo 

138 

138 

Councillor D Gysman 

603 

603 

Councillor A A Booysen 

88 1 804 

1 892 

Councillor E Bantam 

88 1 124 

1 212 

Councillor T P Dwanya 

305 

305 


955 7 546 

8 501 

Councillor’s arrear consumer accounts 2014 

Outstanding Outstanding 

Total 

Councillor S P Matyiia 

less than 90 more than 90 
days days 

304 1 389 

1 693 

Councillor R A Kganedi * 

625 886 

1 511 

C (Councillor C N Nono 

292 900 

1 192 

Councillor N V Gora 

325 3 149 

3 474 

Councillor P Sixolo 

325 3 149 

3474 

Councillor D Gysman 

274 709 

983 

Councillor Kanie-Esau LJ 

325 3 252 

3 577 

Councillor A A Booysen 

112 1 

113 

Councillor E Bantam 

304 617 

921 

Councillor T P Dwanya 

305 

305 

Councillor N Rulashe 

368 69 

437 

Councillor N Ndlazi 

59 200 

259 

Councillor S Maqoma 

274 365 

639 


3 587 14 991 

18 578 


50. Capital Commitments 

Commitments in respect of capital expenditure 
Approved and contracted for 


Infrastructure 

7 040 200 

11401 477 

Community 

2 499 771 

1 833 1 14 

Other 

24 682 303 

44 300 638 
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34 222 274 

57 535 229 

This expenditure will be financed from: 

Own Revenue 

Grants 

24 697 810 

9 524 464 

13 234 591 
44 300 638 


34 222 274 

57 535 22 $ 

51 . Electricity Distribution losses 



Electricity purchased 

Pre-Pa id & Metered 

Free Basic Electricity 

32 684 721 

4 269 500 

30 074 784 

4 145100 

Sub-total 

36 954 221 

34 219 884 

Distributions 

Pre-Pald (Customers) 

Metered (Customers) 

FBE (Customers) Alice (Direct from Eskom) 

12 590 184 

14 655 878 

15 248 366 
12 882 805 

Sub-total 

27 246 062 

28131 171 

Total Energy lost 

Normal Distibution Loss 10% 

9 708 159 
970 816 

7 561 910 
756 191 

Subtotal 

Total Average Energy Charge (Rate) - Purchased (45%) &(42%) 

10 678 975 

3 966 332 

8 318 101 

3 130 630 


11 % 

7% 
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Appendix D 


Segmental Statement of Financial Performance for the year ended 
Prior Year Current Year 


Actual 

income 

Rand 

Actual 

Expenditure 

Rand 

Surplus 

/(Deficit) 

Rand 

Actual 

income 

Rand 

Actual 

Expenditure 

Rand 

Surplus 

/(Deficit) 

Rand 

11 211 546 

26 074 522 

Municipality 

(14 862 976) Executive & 

11 550 000 

21 987 308 

(10 437 308) 

72 157 481 

71 296 490 

Council/Mayor 
and Council 

860 991 Finance & 

91 394 870 

74 822 084 

16 572 786 

4 129 563 

13 933 556 

Admin/Finance 
(9 803 993) Planning and 

5 854 100 

11 800 758 

(5 946 658) 

C j 801 000 


Development/Ec 
onomic Develop 
ment/Plan 
- Health/Clinics 




740 287 

60 713 Comm. & 

1 871 000 

1 548 997 

322 003 


Socia [/Libraries 
and archives 
- Housing 




- 

10 422 574 

(10 422 574) Public 

- 

12 237 181 

(12 237 181) 


1 970 000 

Safety/Police 
(1 970 000) Sport and 


2 089 078 

(2 089 078) 



Recreation 
- Environmental 




20 440 372 

13 391 800 

Protection/Pollutf 
on Control 

7 048 572 Waste Water 

21 597 255 

12 222 683 

9 374 572 

34 133 345 

20 612 168 

Management/Se 

werage 

13 521 177 Road 

38 680 571 

22 755152 

15 925 419 



Transport/Roads 
- WaterM/a ter 




62 754 097 

41 047 165 

Distribution 

21 706 932 Electricity 

64 744 095 

47 373 521 

17 370 574 

196 955 

2 274 016 

/Electricity 

Distribution 

(2 077 061 ) Community & 

2 809 587 

2 759 829 

49 758 

( J12 377 617 

44 232 986 

Social Services 
(31 855 369) Corporate 

13129 147 

34 846 698 

(21 717 551) 


Services/Human 

Resources 


- 

- 

218 201 976 

245 995 564 

(27 793 588) 

251 630 625 

244 443 289 

7 187 336 

- 

- 


- 

- 

- 
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Appendix D 


Segmental Statement of Financial Performance for the year ended 
Prior Year Current Year 


Actual Actual Surplus Actual Actual Surplus 

Income Expenditure /(Deficit) income Expenditure /(Deficit) 

Rand Rand Rand Rand Rand Rand Rand 
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Appendix F 

Disclosures of Grants and Subsidies in terms of Section 123 MFMA, 5$ of 2003 
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Mr. A. NTSANGANI, CLLR 
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Affirmation by the Municipal Manager 
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1.3 LEGISLATIVE REQUIREMENTS 
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1.4 INSTITUTIONAL PERFORMANCE MANAGEMENT PROCESS OVERVIEW 
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SECTION 2 


o 

2013/ 2014 Organisational Performance 

Results 


O 


QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
{01 July 2014 - 30 JUNE 2015) 
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2013/14 INSTITUTIONAL PERFORMANCE 


Section 46 (1) (b) of the Local Government: Municipal Systems Act 2000 (Act 32 of 2000) commands that 
at the end of each financial year, a municipality must prepare an annual report that will be inclusive of an 
annual performance reporting - reflecting how a municipality performed in the previous financial year in 


contrast with the year under review. 


Institutional Performance as per KPA 



& Participation 

Organisational 
Development 


Not Achieved 
Achieved 



For the 2013/2014 financial year, Nkonkobe Local Municipality set itself targets which seek to ensure 
realisation of a broader vision and mission of the Municipality. In relation to this, various objectives were 
identified with specific measurable performance indicators and targets clustered together in terms of the 
five (5) key performance areas of Local Government for implementation during this financial year. From the 
table illustrated on slide 3, KPA 3 (Local Economic Development) is one KPA within the institution that is 
performing extremely well. It is followed by Financial Viability and Municipal Transformation and 
Organisation Development. Basic Service Delivery and Good Governance and Public Participation are still 
below the 50% mark. The overall performance for the Municipality during the 2013/ 2014 financial year was 
sitting at 49 %. 


QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 
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Section 3 


O 

OVERALL PERFORMANCE OF 
MUNICIPAL DEPARTMENTS ON THE 
IMPLEMENTATION OF THE SDBIP 
2014/ 15 
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QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 


DEPARTMENTAL PERFORMANCE RESULTS 2014/15 


2.1 OFFICE OF THE MUNICIPAL MANAGER 



The Office of the Municipal Manager is responsible for ensuring the municipality delivers services to the 
local community in a sustainable and efficient manner. As the Accounting Officer of the Municipality, the 
Municipal Manager is responsible for planning and implementation of an economical, efficient and 
accountable administration of the Municipality. The roles of the Municipal Manager are outlined in Municipal 
Systems Act 32 of 2000 

As the above graph illustrates, during the first quarter, the office of the municipal manager’s performance 
was sitting at 56%; however, there was a slight setback in the second quarter. The third quarter saw the 
Office of the Municipal Manager at an equilibrium performance, whereas 50% of the set targets were 
achieved and the other half not achieved. During the last quarter of the financial year, frie department's 
performance was on 67% 


QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 
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2.2 CORPORATE SERVICES DEPARTMENT 



-i 

! 

j 


-Achieved 
•Not Achieved 


Corporate Services department plays a supporting role to all departments within the municipality. It assists 
the Office of the Municipal Manager in coordinating Council programmes, and is also entrusted with the role 
of coordinating the welfare of employees of Nkonkobe. For the period under review, the Department of 
Cooperate Services achieved 39% of the set Annual Targets - and the enclosed scorecard discloses 
compelling reasons as to why some of the key performance indicators were not met. Key amongst relate to 
the issue of financial constraints - and the austerity measures that were implemented by the municipality at 
the commencement of the financial year and in the middle of the midyear mark. For the 4 th quarter, the 
department’s performance was satisfactory, attaining 67% of the set targets. 
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QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 



2.3 BUDGET AND TREASURY DEPARTMENT 



The Budget and Treasury department plays a supporting function to other departments within the 
institution. It is not a service delivery orientated department - however it plays a pivotal function in 
Nkonkobe Municipality and also ensuring that the municipality becomes self-sufficient and continues to 
meet the needs [and expectations] of the rate payers. The table above demonstrates that the department 
has been performing satisfactory, although throughout the quarter, the departmental performance was 
picking up, until for the 4* quarter it managed to achieved 70% of the set targets. 
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QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 



24 STRATEGIC PLANNING AND LOCAL ECONOMIC DEVELOPMENT 



Achieved 
Not Achieved 


The Strategic Planning and Local Economic Development department consist of the following units, Social 
Needs (Libraries, Special Programmes Unit, Sports and Recreations), Local Economic Development 
(Agriculture, Tourism, and Enterprise Development) and Integrated Development Planning and 
Performance Management This department plays a twofold functionary, that of being a supporting 
department within the institution, and also, having service delivery orientated function. In terms of Strategic 
Planning and Local Economic Development, set itself 32 key performance indicators for the year, and the 
department managed to achieve 31 targets whist 1 indicator was not met. The departments overall 
performance for the quarter, slightly regressed to 94% in comparison with its performance in the 3 rd quarter 
whereas the department achieved all targets that were set. 
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QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 



2.5 ENGINEERING SERVICES DEPARTMENT 



The departments overall performance for the 2014/ 2015 financial year was at 15%. Engineering Service 
performance diminished in the during the second half of the financial year, primarily reason being the 
lethargic pace on the completion of infrastructure projects due budget constraints, and non - performance 
of service providers with regard to delivering materials timeously. However, incomplete projects will be 
carried over to the 2015/ 16 financial year and a request has been communicated with the Budget and 
Treasury Office [SCM] to administer strict control, monitoring and evaluation of Service Providers’ 
performance. 
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QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 




Section 4 


OVERALL PERFORMANCE SUMMARY OF 
THE MUNICIPALITY AND ENTITY 
[NEDA] ON THE IMPLEMENTATION OF 
T HE SDBIP 201 4 /15 


QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 
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For the 2014/ 2015 financial year, Nkonkobe Local Municipality set itself 144 predetermined objectives. Of 


the 144, the Municipality managed to achieve 75, whilst 69 were not met due to compelling reasons stated 
on the Annual Performance Report, The overall performance for the institution is sitting at 52 % as at year 
end. 

In abridgement to the graph on slide; 

• Financial Viability KPA performed incredibly as at year end, attaining 93% of the set indicators. 

• KPA 2 and KPA 3 performed fairly satisfactory, as most indicators were Policies awaiting Council 
approval. A Council meeting is scheduled in the first quarter of the 2015/ 2016 financial year to 
adopted the reviewed policies. 

• KPA 1 and KPA 5 performance declined in the last lap of the financial year, primary reason being 
the lethargic pace on the completion of infrastructure projects due budget constraints, and non - 
performance of service providers with regard to delivering materials timeously. 


QUARTER 4 AND ANNUAL PERFORMANCE REPORT 
(01 July 2014 - 30 JUNE 2015) 
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In conclusion, in comparison to the 2013/ 14 FY, the has been a slight performance improvement, whereas 
the municipality manage to achieved 49% as at year end (2013/ 14). The 2014/ 2015 financial year saw a 
3% improvement; however reasons for variances have been identified and remedial actions that will 
execute strategies of performance improvement. 

2.6 NKONKOBE ECONOMIC DEVELOPMENT AGENCY 


NEDA Annual Performance Per KPA 



Nkonkobe Economic Development Agency is an economic agency of Nkonkobe Local Municipality, 
the agency is primarily focused on Initiatives in the agricultural sectors, as the bulk of economic 
activity in the region as aligned in that sector. These initiatives include the processing of primary 
products into forms suitable for consumer use. This value-add processing is strategically important 
and critical for the region so it can plug economic leaks. The local Economic Development unit of the 
Municipality mainly focuses on soft impact projects and other programmes relating to food security, 
the agency’s primary aim is to focus on implementing catalytic project that will in turn, have positive 
spin-off to the local economy. In the annual review, NEDA had 21 predetermined objectives on their 
institutional scorecard; they managed to deliver outstanding results of 81% overall. The entity 
delivered positive results in all five (5) key performance areas, having marked 33% as their lowest 
scoring and achieving all targets in respect of 3 KPA’s 
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Report of the auditor-general to the Eastern Cape 
Provincial Legislature and the council on Nkonkobe 
Local Municipality 


Report on the consolidated and separate financial statements 

Introduction 

1 . I have audited the consolidated and separate financial statements of the Nkonkobe 
Local Municipality set out on pages ... to ..., which comprise the consolidated and 
separate statement of financial position as at 30 June 201 5, the consolidated and 
separate statement of financial performance, the consolidated and separate statement 
of changes in net assets, the consolidated and separate cash flow statement and the 
consolidated and separate statement of comparison of budget and actual amounts for 
the year then ended, as well as the notes, comprising a summary of significant 
accounting policies and other explanatory information. 

Accounting officer’s responsibility for the consolidated and 
separate financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
consolidated and separate financial statements in accordance with South African 
Standards of Generally Recognised Accounting Practice (SA Standards of GRAP) and 
the requirements of the Municipal Finance Management Act of South Africa, 2003 (Act 
No. 56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2014 (Act No. 10 
of 2014) (DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of consolidated and separate financial statements 
that are free from material misstatement, whether due to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on these consolidated and separate financial 
statements based on my audit. I conducted my audit in accordance with International 
Standards on Auditing. Those standards require that i comply with ethical 
requirements, and plan and perform the audit to obtain reasonable assurance about 
whether the consolidated and separate financial statements are free from material 
misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the consolidated and separate financial statements. The procedures 
selected depend on the auditor’s judgement, including the assessment of the risks of 
material misstatement of the consolidated and separate financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal 
control relevant to the municipality’s preparation and fair presentation of the 
consolidated and separate financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the municipality’s internal control. An audit also includes 



evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated and separate financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my qualified audit opinion. 


Basis for qualified opinion 

Property, plant and equipment 

6. In terms of GRAP 17, Property plant and equipment, the cost of an item of property, 
plant and equipment shall be recognised as an asset if it is probable that future 
economic benefits or service potential associated with the item will flow to the entity, and 
the cost or fair value of the item can be measured reliably. In addition GRAP 13, 
Leases, assets and liabilities shall be recognised at amounts equal to the fair value of 
the leased property or, if lower, the present value of the minimum lease payments, each 
determined at the inception of the lease. The municipality did not: 

• Recognise all items of property, plant and equipment from which future 
economic benefits will flow to the entity. 

• Exclude all refundable purchase taxes from the cost of all property, plant and 
equipment recognised during the financial year. 

• Accurately record depreciation on all items on property, plant and equipment. 

• Accurately recognise all items of finance leased property, plant and 
equipment at the lower of fair value or the present value of the minimum lease 
payments, determined at the inception of the lease. 

7. As a result, property, plant and equipment, disclosed in note 4 to the consolidated and 
separate financial statements is understated by R6,6 million and accumulated surplus is 
understated by the same amount. In addition work in progress, included in the balance 
of property, plant and equipment is overstated by R4,3 million (2014: R17,8 million) and 
additions to property, plant and equipment is understated by the same amount. 

8. In addition, I was unable to obtain sufficient, appropriate audit evidence that 
management had properly accounted for property, plant and equipment disclosed in the 
consolidated and separate statement of financial position and in note 4 to the 
consolidated and separate financial statements due to inadequate record management. 
I was unable to confirm the balance of property, plant and equipment by alternative 
means. Consequently, I was unable to determine whether any adjustment was 
necessary to property, plant and equipment stated at R290,1 million in the consolidated 
and separate financial statements. 



irregular expenditure 

9. Irregular expenditure of R34,7 million is disclosed in note 42. The municipality’s process 
for the recording and recognition of irregular expenditure was insufficient as amounts 
were not recorded and the disclosure was incomplete. Consequently, irregular 
expenditure is understated by R8,9 million. Due to the lack of systems, it was 
impracticable to determine the full extent of the understatement of irregular expenditure. 

I was unable to confirm the disclosure by alternative means. Consequently, I was unable 
to determine whether any further adjustment to irregular expenditure as disclosed in 
note 42 was necessary. 

Investment property 

10. In terms of GRAP 16, Investment property, investment property is property held to earn 
rentals or for capital appreciation or both. Investment property shall be recognised as an 
asset when, it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the entity; and the cost or fair value 
of the investment property can be measured reliably. The municipality: 

• Incorrectly classified owner occupied property as investment property. 

• Did not include all items of investment property to which it has title in the 
investment property register. 

• incorrectly included items of investment property to which it does not have 
title in the investment property register. 

11. As a result, investment property, disclosed in note 3 to the consolidated and separate 
financial statements is understated. Due to the lack of systems, it was impracticable to 
determine the full extent of the understatement of investment property. 

12. In addition, I was unable to obtain sufficient, appropriate audit evidence that 
management had properly accounted for investment property disclosed in the 
consolidated and separate statement of financial position and in note 3 to the 
consolidated and separate financial statements due to inadequate record management. 
I was unable to confirm the balance of investment property by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to 
investment property stated at R18,3 million in the consolidated and separate financial 
statements. 

Bulk purchases 

13. In terms of GRAP 1, Presentation of Financial Statements, an entity shall prepare its 
financial statements, except for cash flow information, using the accrual basis of 
accounting. The municipality incorrectly recorded bulk purchases in relation to the prior 
financial year in the current financial period. Subsequently bulk purchases, as disclosed 
in note 33 to the consolidated and separate financial statements, is overstated by R2,7 
million (2014: R2,7 million) and payables from exchange transactions is understated by 
the same amount. 



General expenses 


14. In terms of the GRAP Framework, information must represent faithfully the transactions 
and other events it purports to either represent, or could reasonably be expected to 
represent. The municipality did not; 

• Accurately record all general expenses related to the financial year as 
supplier invoices did not agree to recorded values in the general ledger. 

• Recognise all general expenses relating to the financial year in the 
consolidated and separate financial statements of the municipality. 

15. Consequently, due to the lack of systems, it was impracticable to determine the full 
extent of the understatement of general expenses of R35,5 million (2014: R53,3 million) 
in note 34 to the consolidated and separate financial statements and payables from 
exchange transactions. 

Cash flow statement 

16. Supporting evidence for the consolidated and separate cash flow statement, in both the 
current and corresponding financial years, was not available and no alternative audit 
procedures were possible. Consequently, I was unable to determine the value of 
adjustments required to the cash flows as disclosed in the consolidated and separate 
cash flow statement and note 38 to the consolidated and separate financial statements. 

Aggregation of immaterial uncorrected misstatements 

17. The consolidated and separate financial statements as a whole were materially 
misstated due to the cumulative effect of individually immaterial uncorrected 
misstatements making up the consolidated and separate statement of financial position. 
Inventories as disclosed in note 7 to the consolidated and separate financial statements 
was understated by R1,8 million. 

18. In addition, l was unable to obtain sufficient, appropriate audit evidence regarding 
amounts disclosed for cash and cash equivalents of R805 740 included in the disclosed 
balance of R6,2 million as per note 11 to the consolidated and separate financial 
statements. I was unable to confirm this item by alternative means. Consequently, 1 was 
unable to determine whether any adjustment to this item was necessary. 

Payables from exchange transactions 

19. The corresponding figure for payables from exchange transactions and the related 
expenditure were overstated by R2 million as a result of the municipality not having 
adequate systems to identify and account for expenditure in accordance with GFtAP 1, 
Presentation of financial statements. 

20. Sufficient appropriate audit evidence could not be obtained due to poor record 
management for the items set out below: 

• Amounts due for third party payments 

• Salary suspense accounts 

• Unallocated deposits 



• A listing of creditors 

• Payments received in advance 

21. I was unable to confirm this corresponding balance by alternative means. Consequently, 

I could not determine if any adjustments were necessary to payables from exchange 
transactions amounting to R76,5 million as disclosed in the consolidated and separate 
statement of financial position and note 16 to the consolidated and separate financial 
statements. 

22. My audit opinion on the consolidated and separate financial statements for the period 
ended 2013-14 was modified accordingly. My opinion on the current period’s 
consolidated and separate financial statements is also modified because of the possible 
effect of these matters on the comparability of the current period’s figures. 

Repairs and maintenance 

23. Sufficient appropriate audit evidence was not submitted to substantiate repairs and 
maintenance, in the corresponding figure, in the consolidated and separate financial 
statements. I was unable to confirm this expenditure by alternative means, 
Consequently, I was unable to determine whether any adjustment was necessary to the 
repairs and maintenance of R17,8 million disclosed in the consolidated and separate 
statement of financial performance. 

24. My audit opinion on the consolidated and separate financial statements for the period 
ended 2013-14 was modified accordingly. My opinion on the current period’s 
consolidated and separate financial statements is also modified because of the possible 
effect of these matters on the comparability of the current period’s figures. 

Aggregation of immaterial uncorrected misstatements in 
comparative figures 

25. The consolidated and separate financial statements as a whole were materially 
misstated due to the cumulative effect of numerous individually immaterial uncorrected 
misstatements, in the corresponding figures, in the following elements making up the 
consolidated and separate statement of financial position, the consolidated and 
separate statement of financial performance and the notes to the consolidated and 
separate financial statements: 

• Revenue from exchange transactions was understated by R1,6 million. 

• Gains on fair value adjustments was overstated by R1 ,2 million. 

• Cash and bank was overstated by R598 500, 

• VAT receivable was understated by R841 785. 

• Non-current liabilities was understated by R587 700. 

• Investment property was overstated by R632 590. 

• Receivables from exchange and non-exchange is overstated by R874 069. 



26. My audit opinion on the consolidated and separate financial statements for the period 
ended 2013-14 was modified accordingly. My opinion on the current period’s 
consolidated and separate financial statements is also modified because of the 
possible effect of these matters on the comparability of the current period’s figures. 


Qualified opinion 

27. In my opinion, except for the effects of the matters described in the basis for qualified 
opinion paragraphs, the consolidated and separate financial statements present fairly, 
in all material respects, the consolidated and separate financial position of the 
Nkonkobe Local Municipality as at 30 June 2015 and its consolidated and separate 
financial performance and the consolidated and separate cash flows for the year then 
ended, in accordance with SA standards of GRAP and the requirements of the MFMA 
and DoRA. 


Emphasis of matters 

28. 1 draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

29. As disclosed in note 40 to the consolidated and separate financial statements, the 
corresponding figures for 30 June 2014 have been restated as a result of errors 
discovered during 30 June 2015. 

Material losses 

30. As disclosed in note 31 to the consolidated and separate financial statements, material 
losses to the amount of R10,8 million were incurred as a result of a write off of trade 
debtors. 

31. As disclosed in note 29 to the consolidated and separate financial statements, material 
losses to the amount of R9,6 million were incurred as a result of an impairment of 
property, plant and equipment. 

32. As disclosed in note 49 to the consolidated and separate financial statements, material 
losses to the amount of R9,7 million was incurred as a result of electricity distribution 
losses. Further to this, the percentage disclosed for electricity losses is above the 
acceptable range. 

Events after reporting date 

33. As disclosed in note 1.2 to the consolidated and separate financial statements, the 
boundaries of Nkonkobe Local Municipality and Nxuba Local Municipality have been 
redefined. The two municipalities will be amalgamating after the local government 
elections. The official date of the amalgamation has not been published in the 
government gazette and the financial implications for Nkonkobe Local Municipality 
cannot be reliably estimated. 



Unauthorised expenditure 

34. As disclosed in note 42 to the consolidated and separate financial statements, 
unauthorised expenditure amounting to R35,9 million was incurred by the municipality 
during the year ended 30 June 2015. This was as a result of expenditure which was not 
adequately budgeted for and expenditure in excess of the budget. 

Fruitless and wasteful expenditure 

35. As disclosed in note 42 to the consolidated and separate financial statements, fruitless 
and wasteful expenditure of R1,1 million was incurred by the municipality during the 
year ended 30 June 2015. This was as a result of interest and penalties charged on 
late payments made by the municipality. 


Additional matter 

36. 1 draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited disclosure notes 

37. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the consolidated and separate financial statements and accordingly 1 
do not express an opinion thereon. 

Report on other legal and regulatory requirements 

38. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 
(PAA) and the general notice issued in terms thereof, I have a responsibility to report 
findings on the reported performance information against predetermined objectives for 
selected development priorities presented in the annual performance report, 
compliance with legislation and internal control. The objective of my tests was to 
identify reportable findings as described under each subheading, but not to gather 
evidence to express assurance on these matters. Accordingly, I do not express an 
opinion or conclusion on these matters. 


Predetermined objectives 

39. 1 performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the following selected development priority 
presented in the annual performance report of the municipality for the year ended 
30 June 2015: 

• Development objective 1 : Basic Service Delivery 

40. 1 evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 



41 . 1 evaluated the usefulness of the reported performance information to determine 
whether it was presented in accordance with the National Treasury’s annual reporting 
principles and whether the reported performance was consistent with the planned 
development priorities. I further performed tests to determine whether indicators and 
targets were well defined, verifiable, specific, measurable, time bound and relevant, as 
required by the National Treasury’s Framework for managing programme performance 
information (FMPPI). 

42. 1 assessed the reliability of the reported performance information to determine whether 
it was valid, accurate and complete. 

43. The material findings in respect of the selected development priorities are as follows: 


Development objective 1 : Basic service delivery 
Usefulness of reported performance information 
Consistency of objectives 

44. Section 41(c) of the Municipal Systems Act requires the service delivery agreement to 
form the basis for the annual report, therefore requiring consistency of objectives, 
indicators and targets between planning and reporting documents. Municipal Finance 
Management Act (MFMA) circular number 13 requires that the integrated development 
plan (IDP)and the service delivery budget implementation plan (SDBIP) must be 
consistent with the annual report. 

45. One hundred percent of the reported development objectives were not consistent with 
the planned development objectives. This was due to management not agreeing the 
planned objectives as per the approved IDP to the SDBIP. 


Additional matter 

46. 1 draw attention to the following matter: 

Achievement of planned targets 

47. Refer to the annual performance report on page x to x for information on the 
achievement of the planned targets for the year. 

Compliance with legislation 

48. 1 performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My material findings on compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 




Financial statements, performance and annual reports 

49. The consolidated and separate financial statements submitted for auditing were not 
prepared in all material respects in accordance with the requirements of section 122 of 
the MFMA. Material misstatements identified by the auditors in the submitted 
consolidated and separate financial statements were not adequately corrected and the 
supporting records could not be provided subsequently, which resulted in the 
consolidated and separate financial statements receiving a qualified audit opinion. 

50. The annual return for the year 2014-15 was not filed with the Commissioner of the 
Companies and Intellectual Property Commission, as required by section 33 of the 
Companies Act and prescribed in the Companies Regulations, Regulation 30(1). 


Audit committees 

51. The audit committee did not advise the council and the accounting officer on matters 
relating to internal financial control and internal audits, risk management, accounting 
policies, effective governance, performance management and performance evaluation 
as required by section 166(2)(a) of the MFMA. 

52. The audit committee did not advise the council and the accounting officer on matters 
relating to the adequacy, reliability and accuracy of financial reporting and information, 
as required by section 166(2)(a)(iv) of the MFMA. 

53. The audit committee did not advise the council and the accounting officer on matters 
relating to compliance with legislation, as required by section 166(2)(a)(vii) of the 
MFMA. 

54. The audit committee did not respond to the council on the issues raised in the audit 
reports of the Auditor-General, as required by section 166(2)(c) of the MFMA. 

55. The performance audit committee or audit committee did not review the municipality’s 
performance management system and/or make recommendations to the council, as 
required by MPPMR 14(4){a)(ii). 

56. The performance audit committee or audit committee did not review all the quarterly 
internal audit reports on performance measurement, as required by MPPMR 14(4)(a)(i). 

57. The performance audit committee or audit committee did not submit, at least twice 
during the financial year, an audit report on the review of the performance management 
system to the council, as required by MPPMR 14(4)(a)(iii). 

58. The audit committee did not meet at least four times a year, as required by section 
166(4)(b) of the MFMA. 

59. The performance audit committee did not meet at least twice during the financial year, 
as required by MPPMR 14(3)(a). 



Interna! audit 


60. The internal audit unit did not function as required by section 165(2) of the MFMA, in 
that it did not report to the audit committee on the implementation of the internal audit 
plan and it did not advise the accounting officer and report to the audit committee on 
matters relating to internal audit, interna! controls, accounting procedures and 
practices, risk and risk management and loss control. 


Procurement and contract management 

61. Sufficient appropriate audit evidence could not be obtained that all contracts were 
awarded in accordance with the legislative requirements and a procurement process 
which is fair, equitable, transparent and competitive, as sufficient supporting 
documentation was not submitted for audit. 

62. Sufficient appropriate audit evidence could not be obtained that invitations for 
competitive bidding were advertised for a required minimum period of days, as required 
by SCM regulation 22(1) and 22(2). 

63. Contracts were awarded to bidders based on points given for criteria that differed from 
those stipulated in the original invitation for bidding, in contravention of SCM 
Regulations 21(b) and 28(1 )(a) and the Preferential Procurement Regulations. 

64. Bid adjudication was not always done by committees which were composed in 
accordance with SCM regulation 29(2). 

65. Sufficient appropriate audit evidence could not be obtained that the preference point 
system was applied in all procurement of goods and services above R30 000 as 
required by section 2(a) of the Preferential Procurement Policy Framework Act and 
SCM regulation 28(1 )(a). 

66. Contracts and quotations were awarded to bidders based on preference points that 
were not allocated and calculated in accordance with the requirements of the 
Preferential Procurement Policy Framework Act and its regulations. 

67. Sufficient appropriate audit evidence could not be obtained that contracts were 
awarded to bidders that scored the highest points in the evaluation process, as 
required by of section 2(1 )(f) of Preferential Procurement Policy Framework Act. 

68. Contracts and quotations were awarded to bidders who did not submit a declaration on 
whether they are employed by the state or connected to any person employed by the 
state, as required by SCM regulation 13(c). 

69. Awards were made to providers who are in the service of other state institutions or 
whose directors are in the service of other state institutions, in contravention of MFMA 
112Q) and SCM regulations 44. Similar awards were identified in the prior year and no 
effective steps were taken to prevent or combat the abuse of the SCM process in 
accordance with SCM regulation 38(1). 

70. Contracts and quotations were awarded to providers whose tax matters had not been 
declared by the South African Revenue Service to be in order, as required by SCM 
regulation 43. 



71. Construction projects were not always registered with the Construction Industry 
Development Board (CIDB), as required by section 22 of the CIDB Act and CIDB 
regulation 18. 

72. The municipal entity did not implement a SCM policy as required by section 1 1 1 of the 
MFMA. 

Human resource management and compensation 

73. An acting municipal manager was appointed for a period of more than three months 
without the approval by the MEC and for more than six months in contravention of 
section 54A(2A) of the Municipal Systems Act. 


Expenditure management 

74. Reasonable steps were not taken to prevent unauthorised, irregular and fruitless and 
wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

75. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2 )(e) of the MFMA. 


Asset management 

76. An effective system of internal control for assets was not in place, as required by 
section 63(2)(c) of the MFMA. 


Liability management 

77. An effective system of internal control for liabilities was not in place, as required by 
section 63(2)(c) of the MFMA. 

Consequence management 

78. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the 
municipality was not investigated to determine if any person is liable for the 
expenditure, as required by section 32(2)(a)(ii) of the MFMA. 

79. Allegations of financial misconduct against senior managers were not always tabled 
before council, as required by disciplinary regulations for senior managers 5(2). 


Strategic and performance management 

80. The performance management system and related controls were inadequate as it did 
not describe and represent the processes of performance planning, monitoring, 
measurement, review, reporting, improvement and how it is conducted, organised and 
managed, including determining the roles of the different role-players, as required by 
section 38 of the MSA and regulation 7 of the MPPMR. 



Internal control 


81. 1 considered internal control relevant to my audit of the consolidated and separate 
financial statements, annual performance report and compliance with legislation. The 
matters reported below are limited to the significant internal control deficiencies that 
resulted in the basis for qualified opinion, the findings on the annual performance report 
and the findings on compliance with legislation included in this report. 


Leadership 

82. Slow response to audit messages and effective leadership remain a challenge. The 
roles and responsibilities for recording and filing financial and performance information 
have been communicated to all relevant staff, but there is a lack of effective oversight 
by all leadership and oversight structures to ensure accountability and adequate 
consequences for poor performance and transgressions, which resulted in repeat 
financial, performance information and compliance findings raised during the audit. 

83. Oversight responsibilities regarding the monitoring of internal controls over financial 
reporting and compliance with applicable laws and regulations were not adequately 
performed. This resulted in the qualified audit opinion, non-compliance with applicable 
laws and regulations and the information presented in the report on predetermined 
objectives not being useful. 

84. The leadership did not implement adequate controls to ensure that the financial 
statements submitted for auditing did not contain material errors and non-compliance 
with applicable legislation. The audit action plan was not adequately monitored by the 
leadership to ensure that management addressed internal control deficiencies. 

Financial and performance management 

85. The consolidated and separate financial statements were subject to material 
adjustments that were not detected by management. In addition, there were material 
misstatements that were not corrected and form the basis of the qualified audit opinion. 
This is due to adequate daily and monthly financial processing and reconciliations not 
always taking place prior to the preparation of the consolidated and separate financial 
statements, and the audit process was utilised to correct the financial records. 

86. The municipality did not have a proper system of record management that provided for 
the maintenance of information to be reported in the annual performance report. This 
includes information that relates to the collection, collation, verification, storing and 
reporting of actual performance information. 

87. The municipality's compliance monitoring process was not effective in the 
implementation and monitoring of controls to ensure that non-compliance with its laws 
and regulations was prevented or detected. This contributed to repeat non-compliance 
findings in the current year. 



Governance 


88. The recommendations of the internal audit unit were not adequately addressed by 
management and therefore did not have a positive impact on addressing control 
deficiencies that existed in the municipality’s control environment. 

89. The audit committee was not effective in strengthening the control environment within 
the municipality, as numerous material misstatements were identified during the audit. 
Furthermore, recurring findings on financial reporting, performance reporting and 
compliance matters were identified during the audit process. 


East London 
18 December 2015 
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1 . INTRODUCTION AND OVERVIEW 


The Nkonkobe Economic Development Agency (NEDA) is an entity of the Nkonkobe Local 
Municipality, and as such is responsible for driving the economic development of the municipal area, 
within the applicable legislative framework. NEDA's vision and mission statements point to their firm 
commitment to uplifting the economy of the region and, in so doing, to improve the quality of life of all 
residents in the municipal area. 


Vision 


“Inspiring change and stimulating economic growth” 

Mission 

‘NEDA provides sound facilitation of economic development support to both public and private 
sector partners in a transparent and business-like manner towards creating an enabling 
environment for value addition and business growth” 


Values 


• EXCELLENCE - a standard that surpasses the ordinary ones, outstanding performance. 


• ENTREPRENEURIAL - empowering, developmental, dynamic, spotters of potential. 


• VISIONARY - inspired, imaginative, creative, insightful, enterprising, far sighted. 


• “SIKHAWULEZILE" - fast paced, agile, nimble and responsive to socio-economic needs. 
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NEDA offices are located in the small town of Alice. Our mandate and focus area is the entire 
Nkonkobe region, including the towns, villages, hinterlands of Alice, Middledrift, Fort Beaufort, 
Hogsback and Seymour/Balfour. 




• Figure 1: Nkonkobe Local Municipal Area 
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1.2. CHAIRPERSON'S STATEMENT 

During 2014/15 financial year, the board successfully hosted a strategy review session in partnership 
with GIZ in the third quarter of the year. The review was aimed at forging a new growth path for 
NEDA as it enters a more challenging but interesting era. The aforementioned era is characterised by 
growth in project pipeline and increased awareness about NEDA's contribution in the Local Economic 
Development (LED) space. The Nkonkobe Mayor, for the first time in many years formally opened 
the session at Hogsback. The Mayor outlined the municipality's vision for the future of the agency 
whilst acknowledging the growth of its profile since the board took over. He delineated the 
importance of the agency and how it can enable the municipality to fulfil most of the LED outcomes. 
He added that the entity can also add value in service delivery projects such as the development and 
maintenance of public spaces, infrastructure etc. 

The strategy session was attended by a range of stakeholders including our parent municipality, 
provincial departments, local farmers, business people, education Institutions, SALGA, the 
Agriculture Research Council (ARC), the German Development Agency (GIZ), the IDC, and the District 
Development Agency, Aspire etc. By including as many stakeholders as possible the board is 
embarking o'n a path of effectively communicating our programmes, broadening stakeholder 
participation and entrenching cross pollination of ideas within the agency. The interest shown and 
the vibrancy of the discussions reflected the board's determination to grow the Agency through 
partnerships that stretch beyond our district and province. For example the strategic planning 
session received presentations with cases studies from Tzaneen Local Municipality and another 
research project on indigenous plants from the Agriculture Research Council (ARC). 

The board would like to extend a word of gratitude to all those who attended and participated as 
well as the institutions they represented. Furthermore, the GIZ made an even greater contribution 
by funding the two day session and making it possible for NEDA to host the strategic planning session 
in a comfortable venue in the Nkonkobe Municipal area. 

During the third quarter the Municipality together with the NEDA board hosted a delegation from 
the Bushbuckridge Local Municipality. The purpose of the visit was to assist the Bushbuckridge 
municipality in the implementation of a council resolution to establish a development agency in the 
municipality. The visit was highly successful as we were able to provide them with all the information 
they required and we continue to assist them in the process of establishing the agency. The visit was 
initiated and facilitated by COGTA national. 



Acting Chairperson - NEDA Board 


7 



1 . 2 . 


CEO'S REPORT 


1.2.1. Introduction 

The year under review presented NEDA with real challenges that called for more creativity and a 
need to be innovative in our approach to LED. The entity has had to engage in very aggressive fund 
mobilisation initiatives while at the same time ensuring that that project do not stall. Our main 
funder, the IDC took longer to transfer funds for our operations and projects and we relied heavily on 
the support from our parent municipality. This late transfer has affected mostly our new projects 
that are still at conceptual stage that need professional services to strengthen our planning e.g. 
Mixed-Use development and the development of a new Quarry. Otherwise those that are running 
have kept their momentum such as the Nkonkobe Block-yard in Middledrift, the Smallholder Farmer 
Development Programme, the Business Support Centre, and the Citrus project. During the last 
quarter one of our Staff members, Ms Jili joined Makana Local Municipality's LED division. She has 
been with the agency for more than 3 years and we want to wish her well. Our staff's attractiveness 
in the job market is a direct outcome of our vibrant, pragmatic and creative environment that allows 
for professional growth and development. 

1.2.2. Nkonkobe Local economy: 

1. 2.2.1. Citrus 

Our citrus project has managed to yield results in line with the objectives that were outlined in the 
business plan submitted to the IDC. Our support to the 5 previously disadvantaged citrus farmers has 
managed to achieve two key objectives, namely; 

• reduce production costs for the citrus farmers and 

• Increase their productivity. 

• Creation of a sustainable funding stream for their production needs 

Through a partnership with the five farmers belonging to the Ngcwengxa Co-Op, we have managed 
to contribute towards decreasing their production costs by about 15%. This reduction happened 
because the farmers previously accessed expensive production loans for their inputs (e.g. fertiliser, 
chemicals etc.). By assisting to purchase the inputs as a collective and eliminate the middleman, the 
collective purchasing direct form the supplier has brought down productions costs. Furthermore, the 
IDC funding has been used to purchase a truck that is available at a reasonable rate to the farmers. 
They hire it to quickly move produce from farm to pack shed and also transport their cash crops (e.g. 
butternut) to the market during the citrus offseason. The reduction in costs has contributed to the 
realisation and mainstreaming of the importance of joint purchasing and collective bargaining for the 
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farmers. The previously disadvantaged farmers are realising that there are huge benefits that can be 
derived from working as a team in their approach to farming. 

The key factor to increase productivity in the citrus sector is the ability to apply inputs such fertiliser 
and chemicals on time. Our five farmers have not been able to apply these on time simply because 
they would receive funding late and therefore purchase an d apply chemical very late. This resulted 
in a significant decrease in productivity output. Now the farmers are able to get a portion of the 
inputs on time and apply them in time. This has resulted in a 15 %- 25 % increase in productivity as 
sizeable increases in exports. 

The farmers have been able to pay back the funds used to purchase the inputs consistently over the 
past two years. The funds are a revolving credit facility which is made available for the farmers on an 
annual basis especially just after the close of the harvest season (in September) and the beginning of 
the application of inputs. The fact that the inputs are available "just in time" has a direct positive 
impact on the productivity levels. For example, when the pesticide is applied it stays active for 12 
months in the citrus tree and has to be applied at the beginning of the growing season, so if it's not 
applied on time it simply means that the citrus won't be ready for harvest and export at the optimal 
time in a year's time. 

1,2,2. 2. The Nkonkobe Smallholder Farmer Support Programme 

Our small holder farmer support programme has been piloted successfully with positive results all 
around. The programme aims to link these farmers with reliable markets and thereby reduce 
dependence on government grant funding. Firstly the programme has managed to link the farmers 
with local markets and provides them with a sustainable market access that's both local and easy to 
reach. For example, local supermarkets such as Spar in Alice have managed to absorb a significant 
portion of the fresh produce from our farmers in the Seymour, Debenek and Amathole Basin areas. 
Though the programme NEDA signed a marketing and branding agreement with l-SPAZA "community 
brands" to market their produce and lock them into a relationship with markets. The small holder 
farmers are also participating in a local seed production project with the university of Fort Hare. The 
open pollinator (OPV) seed production project has seen the farmers benefit from advice and visits by 
qualified and experienced seed inspectors. The seed will be packaged and sold at significantly lower 
prices to Nkonkobe farmers and they can also grow or replicate them for themselves over the next 
few years. The aim is to lower the costs of production whiles at eh same time ensuring that the 
farmers are less dependent on government grants. Through this programme NEDA has become a 
partner in the branded maize meal products that have been produced in partnership with the 
Eastern Cape Rural Development Agency (ECRDA). Furthermore the farmers continue to ask and 
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receive advice from our in-house agriculture and rural development specialist. The programme also 
benefits from an AGRISETA programme that has 6 post graduate interns from the University of Fort 
Hare. 


1.2.2.3. Forestry 

The forestry sector is a high potential sector in Nkonkobe. The Kolomani area in Balfour has been 
identified by the forestry industry as an ideal area to grow timber. Furthermore, the local sawmilling 
companies such as Schenk Enterprises and Ranee Timbers have already committed to purchase all 
the timber. The area has been plagued by veld fires which ruin most of the timber. NEDA has 
engaged the Eastern Cape Forestry Sector Forum (ECFSF) and the IDC with the aim of revitalising the 
industry in Kolomani. The ECFSF is a forum of forestry stakeholders including municipalities, private 
sector companies such as Mondi, education institutions such as Fort Cox as well as a range of other 
stakeholders. The IDC has pledged to assist and the mechanism of the assistance will be finalised in 
the new financial year in consultation with the communities and the IDC. 

1. 2.2.4. Employment creation 

The entity continues to strive to become the preferred implementer for the parent municipality. 
During the year under review NEDA secured R2,6m from the Department of Roads and Public Works 
for the implementation of phase two of the Alice gateway. The funds were deposited into the 
municipal bank account and NEDA became an implementation partner in line with a signed Small 
Towns Programme MOU. The project succeeded in creating 52 job opportunities for 5 months, 
through the planting of trees, completion of the paving in line with labour intensive principle of 
EPWP. 


1.2.2. 5. Nkonkobe Business Support Centre 

The business support centre has managed to scale up its support for local businesses during the year 
under review. A total of 5 trainings were completed during the year focussing on cooperatives, 
SMMEs and other small enterprises in the Nkonkobe municipal area. The training and workshops 
focussed on business management and on-site training for cooperative (e.g. training for a youth 
cooperative on mixing ratios in a block making project). A hundred and fifty six (156) local businesses 
received one on one business advice from our business advisor and the GIZ advisor. Follow up on site 
visits to the enterprises were arranged were also arranged. A further forty (40) new businesses and 
cooperatives were registered through the CIPC. The business support centre continues to be a one 
stop shop for local enterprises and cooperatives raging from business advice, to training, and even 
internet access. The business advice centre has also become a centre piece for our entity because we 
have successfully incorporated it into the institutional makeup of the agency and the IDC has 
accepted it for further funding for its operations. 
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1.2.2. 6. Small Town Revitalisation Programme 

Various investment opportunities were pursued in line with Small Town's revitalisation programme 
of the province. Adverts for a mixed used development were placed for the development of a food 
court at the Fort Hare-Alice integration zone. Only one investor responded and going forward the 
investors will continue to be engaged to ensure that job opportunities are created in partnership 
with the private sector. NEDA's planned mixed use develop also involves exploring opportunities in 
the housing market by partnering with the private sector to develop affordable rental housing. In this 
regard we have received a positive commitment from Department of Roads and Public Works, the 
largest landowner in Alice to transfer properties to the municipality for purposes of developing rental 
housing in partnership with the private sector. The department of Human Settlements has since 
identified Nkonkobe as a pilot for the rental housing development and has since appointed 
consultants to do feasibility studies on the identified sites. The Department will develop the rental 
housing and transfer to the municipality upon completion. This process has meant that as an entity 
we could not proceed with a similar study to avoid duplicating effort and use of public resources. So 
NEDA will support the Human Settlements process to be finalised as its objectives are the same as 
the entity's envisaged Mixed Use development programme. 

1.2. 2. 7. Nkonkobe Block-yard in Middledrift 

The Nkonkobe block yard in Middledrift became operational during the third quarter of the year 
under review. The project employs fifteen people. The project also received funding from the LRED 
fund in the province. The revenue form the block yard has been earmarked for reinvestment in other 
LED project. Furthermore the revenue will also be utilised to defend jobs and prepare or capacitate 
the Middledrift community to become partner in the running of the project. Bricks from the yard are 
being sold to local hardware stores in Middledrift and Fort Beaufort at wholesale prices to avoid 
competing with small scale brick manufacturers in the Nkonkobe area. The funding is being utilised 
to scale up production, provide training and purchase an additional machine that can produce other 
products such as pavers and M9 blocks. The municipality has been approached to purchase the 
blocks and pavers for the construction of community halls and paving of streets. 

1,2>2.8. Revenue Generation 

In light of the funding challenges facing the entity, we have committed to raise revenue in an 
aggressive manner that complies with the Municipal Finance Management Act (MFMA). The act 
allows us to generate income for reinvestment in LED as our core business and not pay dividends. To 
this end we committed to raise at least 5% of our operating revenue from our project through hiring 
out the truck and sales of bricks. We have managed to exceed this target by about 2-3% during the 
year under review. During the same period, we were able to raise additional funding through the 
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submission of funding proposals to various funders. We raised R3 million for the block yard, and 
received approvals for funding of learnerships and internships from the Services Seta totalling more 
than R18 million to be implemented in the new financial year. The Seta funding will be a business 
support programme as it focusses on skills (e.g. project management, funeral services, horticulture, 
business management etc.) training for Nkonkobe Salons, NGOs, cooperatives, funeral parlours etc. 

1.2.3. Institutional strengthening 

1.2.3. 1. Towards sustainable partnerships 

The expanding NEDA project pipeline has meant that the entity as an institution needs to grow and 
develop the capacity to handle more projects. To this end the entity has signed an MOU with GIZ for 
the placement of an advisor at our Alice office. The advisor joined the entity in the second quarter of 
the financial year and has a wealth of experience in managing and operating a municipal entity like 
our in Hildesheim District Municipality in Germany. We will continue to partner with private sector 
institutions and the other institutions such as the university of Fort Hare to ensure that our capacity 
to deliver projects on time and within budget is realised. In our endeavours we are guided by the 
parent municipality's vision of achieving a "self-sufficient" institution. Other funders such as the 
SETAs and Corporate Social Responsibility institutions of the private sector have shown an interest in 
partnering with us going forward. 

1.2. 3. 2. New revenue generation strategy 

The current year was not easy as funding and cash flow pressures in the entity {IDC funding late) and 
at the municipality sent jitters ail around. Management with the support of the board kept a tight 
leash on funds to ensure that our obligations in terms of overheads are met. The board has kept 
management on their toes during the process of exercising fair but tight oversight over the finances 
of the institution. Our parent municipality was able to assist us immensely even though they faced a 
tight financial position. Additional funding for project management was transferred and increased 
our funding allocation from the municipality by more than 50% from the previous financial year. The 
entity has also strengthened its working relationship with the LED unit of the parent municipality. 
The entity works with the parent municipality's LED personnel in range of projects e.g. Block yard, 
citrus and other smaller LED projects. We utilise their expertise and they also utilise ours. We have 
also forged closer working relations with the engineering and infrastructure department of the 
parent municipality because we now share both resource and expertise on a regular basis. This is a 
reflection of the strengthening of relations between the entity and the municipality. 
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The entity has also engaged in a working partnership with GI2 covering the following areas: 


• Asset Based Community Development (ABCD) training to enhance our approach to LED 
and ensure that community participation is at the centre of ail LED projects. 

• A provincial working was established with COGTA Eastern Cape to enable the province to 
adopt a provincial strategy for Agency support. The working group comprises all 
municipalities with agencies in the provinces. NEDA participates in the working group 
and is a key participant. 


1.2. 3. 3. Committed team and supportive board 

Our staff members have managed to maintain high levels of commitment to the NEDA strategy. Even 
during times of great stress, they managed to keep focused and be unselfish. We have embarked on 
a phased approach to ensure that staff members enjoy a favourable working environment and their 
needs are taken care of whilst at the employ of the entity. Management with the support of the 
board has made available subsidised medical aid to all employees. This was a first in the history of 
the entity and we believe that this will instil commitment and camaraderie in the institution. During 
the last month of the financial year one of our staff members was poached by another municipality. 
The loss in personnel created a gap in our capacity. This decreased capacity meant that other staff 
members had to pick up where she left off. This gap was quickly filled by colleagues who displayed a 
sincere sense of commitment to our vision. Their efforts are hereby acknowledged. A word of 
gratitude also goes out to our Board for the continued support and rigorous but fair exercise of 
oversight in support of management. The Board has managed to provide guidance on key elements 
of oversights namely, risk management and strategy development. 
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The entity has also engaged in a working partnership with GIZ covering the following areas: 

Asset Based Community Development (ABCD) training to enhance our approach to LED 
and ensure that community participation is at the centre of all LED projects. 

A provincial working was established with COGTA Eastern Cape to enable the province to 
adopt a provincial strategy for Agency support. The working group comprises all 
municipalities with agencies in the provinces. NEDA participates in the working group 
and is a key participant. 

I.3.3.3. Committed team and supportive board 
Our staff members have managed to maintain high levels of commitment to the NEDA strategy. Even 
during times of great stress, they managed to keep focused and be unselfish. We have embarked on 
a phased approach to ensure that staff members enjoy a favourable working environment and their 
needs are taken care of whilst at the employ of the entity. Management with the support of the 
board has made available subsidised medical aid to all employees. This was a first in the history of 
the entity and we believe that this will instil commitment and camaraderie in the institution. During 
the last month of the financial year one of our staff members was poached by another municipality. 
The loss in personnel created a gap in our capacity. This decreased capacity meant that other staff 
members had to pick up where she left off. This gap was quickly filled by colleagues who displayed a 
sincere sense of commitment to our vision. Their efforts are hereby acknowledged. A word of 
gratitude also goes out to our Board for the continued support and rigorous but fair exercise of 
oversight in support of management. The Board has managed to provide guidance on key elements 
of oversights namely, risk management and strategy development. 




Mandisi H. Mali 
Chief Executive Officer 
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2 . 


PERFORMANCE HIGHLIGHTS 


2.1, Nkonkobe Smallholder Farmer Development: Unlocking Rural potential 



The National Development Plan recommends that poor smallholder farmers should be given greater 
collective market power as well as innovative market linkages. Furthermore, the Nkonkobe 
Municipality signed an MOU with the Fort hare university and one of the areas of cooperation 
between the two institutions is Local Economic Development (LED). At the back of the Fort Hare 
Nkonkobe MoU, NEDA piloted a programme aimed at strengthening small holder farmers. The 
programme seeks to draw on the collective strength of small holder farmers, abundance of deep 
fertile soiis and perennial rivers in Nkonkobe. 

The overall objective of the programme is providing support to the small holder farmer so that he or 
she can move from subsistence to small scale commercial farming. In addition, the programme seeks 
to break the cycle of government grant dependency by locking the small scale farmer into a 
permanent relationship with the private retail sector. Self-sufficiency of Nkonkobe communities is 
the overriding principle guiding the programme. 

To kick-start the programme NEDA purchased 3 tons of open pollinator variety (OPV) from Fort Hare 
and distributed to 40 smallholder farmers in Nkonkobe. The famers were selected in consultation 
with the farmers associations and site visits were done to ensure that we only pilot with farmers that 
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are actively involved in the sector. A hundred hectares of land were planted in Seymour Balfour, 
Zalaze, Tyhume Valley and the Amathole basin. 

Furthermore an Moll was signed with African Bio Resources (ABR), a private sector company with an 
interest in opening a milling plant and vast experience in agro-processing. The MoU ensured that ABR 
can assist the small holder farmers with training, soil testing and maize market knowledge. 

2.2. Streamlining Women and youth in Agriculture and agro-processing 

One of the farmers participating in our Nkonkobe Small Holder Farmer development programme is 
Ms Nomhami Booi, a woman farmer from Seymour encapsulates the spirit of our small holder farmer 
development programme. She has about 15 hectares of arable land and decided to participate in the 
pilot programme by planting 3 hectares. She has 15 hectares under dry land and with no access to 
irrigation infrastructure. She is an industrious lady who works with her family and strives for 
independence in the farming business. She does not want to depend on government for her farming 
business because she has identified an opportunity for herself and believes that she can succeed as a 
small scale commercial farmer. The current maize yield per hectare is 0.5 tons per hectare in the 
Nkonkobe area (DRDAR-Nkonkobe office, 2014). By planting the OPV that was tested and developed 
in the Amathole area, Ms Booi was able to increase the yield to more than 2 tons per hectare. 

2.3. Together in Rural Development - Partnerships that work 

Lovedale FET students attached at NEDA taking soil samples and interacting with local farmers on the 
left and right respectively 

NEDA signed an MoU with the Agri-SETA to give an opportunity to 4 (four) graduate students from 
the Lovedale FET college to get experiential learning in our programme. The youth participated in a 
variety of tasks including the following: 

• Soil testing 

• Date capturing or record keeping for small holder farmers 

• Site visits and monitoring of small holder farmers who are participating in the pilot 

• Working at Khanya nursery to gain experience in nursery management , practices and 
propagation of seedlings 

A further 10 students were also given an opportunity to get experiential learning by working with 
NEDA staff during site visits to small holder farmers in the Nkonkobe municipal area. 

Khanya Women's nursery co-op is a key partner in our small holder farmer development programme 
because the cooperative forms the base of the local value chain. As a cooperative made up of 
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women only, Khanya nursery has been able to supply seedlings to local farmers at a lower cost 
because they save on transport costs to places such as Grahamstown, East London, or King William's 
Town, Khanya nursery has enhanced the self-sufficiency of the Nkonkobe Municipal area by reducing 
leakage in the local economy. By encouraging the sourcing of all vegetable seedlings and maize 
seeds in Nkonkobe our small holder famer development programme seeks to create and sustain local 
employment. 

2.4. Indigenous vegetables and medicinal plants 

During the year under review NEDA hosted a team of professionals from the Agricultural Research 
Council (ARC) to conduct a feasibility study on the propagation and processing of indigenous 
vegetables and plants. The ARC team visited all the farmers and areas where aloe, pelargonium and 
other medicinal plants were growing. They concluded that that there is an economic case that needs 
to be investigated for the harvesting of aloes and growing of indigenous vegetables in Nkonkobe. 
Furthermore the team recommended the resuscitation of the Seymour aloe processing plant in line 
with modern technology of extraction and packaging for the pharmaceuticals industries and others. 

2.5, Localised and innovative citrus farmer support - 'getting the production side 
right" 


The citrus mechanisation unit project in partnership with the IDC, NEDA participation in the 
Nkonkobe citrus sector has been scaled up. Our programme has managed to lower the cost of 
production for the five farmers under the programme by more than 10% for each farmer during the 
year under review which is double year on year. The costs were lowered through the purchasing of 
inputs to increase product quality and address problems of black spot. Citrus black spot has been a 
national concern for citrus farmers in the country because it has been cited as a factor that 
negatively affects exports to Europe. At the beginning of the harvest season in March 2015, the 
farmers were experiencing a significant improvement in their outputs as a result of our contribution. 

Through the NEDA intervention the farmers have witnessed a year on year growth of 22% since 
September 2013. The total export quantities have moved from 180 000 cartons per year to 220 000 
and this year the target is 260 000. Furthermore to the assistance of inputs an 8 ton truck that was 
purchased by NEDA to assist the farmers during the harvest season and also raise revenue for the 
programme has also played a key role by transporting a total of 2300 bins from the farms to Eden 
pack house. This improved efficiency will increase export quantities through reducing the turnaround 
time of moving the fruit from the farms to the pack house. This has also assisted in plugging leakages 
from the local economy since the revenue raised through the hiring of the truck is ploughed back to 
support the programme. 

A site has been identified along the R67 road between Seymour and Fort Beaufort for the 
establishment of a mechanisation unit to support the farmers. The department of Land Affairs was 
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engaged and has allocated development rights for the property to NEDA. DRDAR agricultural 
engineers are also in the process of assisting NEDA to do the development designs for the site. To 
date the project has managed to take these farmers to almost debt free stage and with this 
continued support the coming season will see a complete shift to debt free. The programme has also 
managed to boost job opportunities as the pack house now employs 120 people when at full 
capacity. 

The farmers employ a total of 60 permanent workers and during the harvesting period the combined 
number of seasonal job opportunities is close to 1000 which is normally for a period of six months. 
Now the goal of the programme is to expand the land under orchards as currently these farmers are 
utilising half of their capacity. This will see a diversification into late maturing varieties of oranges 
which will extend the harvesting period hence ultimately increasing the job opportunities for 
seasonal worker to 9 months per year. The intention is also to venture into non citrus products like 
Avocadoes and Nuts as there is a ready market and this is supported by the citrus subsector study. 
Once all this is in place coupled with the establishment of a ONE - STOP shop to service Nkonkobe 
farmers then the economic growth of the local economy will be exponential. 

2.6. Deepening localisation (Nkonkobe block yard in Middledrift and Quarry) 

The Nkonkobe block yard project is now operational starting December 2014. The block yard has 

two main objectives i.e. to provide sustainable employment opportunities and plug leakages from 
the local economy by entrenching local supply in the construction value chain. Over the past few 
years the construction sector in the municipality has been booming. Public sector construction 
projects such RDP housing, private house developments, road paving by the municipality and other 
infrastructure related developments are good indicators about the vibrancy of the sector. 

Furthermore growth and sustainability of hardware stores in the materials supply sector are good 
indications of the untapped growth potential in the sector. Building materials supplies continue being 
sourced outside Nkonkobe and that represents a big leakage from the local economy. The block yard 
as a project seeks to plug this gap and increase local participation in the sector. In March of 2015 
NEDA received funding from DEDEAT LRED to the tune of R3m aimed at expanding the operations 
through acquiring new machinery and associated equipment with a higher production capacity than 
the current one in use at the block yard. The new machinery and equipment on the cards is also 
capable of manufacturing other concrete products over and above the current M6 blocks and viz: 
pavers, M4 blocks, M9 blocks and standard bricks. 

Since the start of operations in December 2014, the production as at June 2015 was sitting at 65000 
blocks. Of this figure, nearly 15000 blocks have already been sold to the Nkonkobe locality through 
the local hardware stores. It is also worth noting that NEDA has established a win - win relationship 
with the local hardware stores and the community at large. This arrangement has generally seen the 
price of M6 blocks dropping in Nkonkobe from R10.50 to between R8.50 - R9.50. Through this 
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intervention NEDA has managed to create 12 permanent jobs and 13 temporal jobs in less than six 
months of operation. This project resonates very well with one of the strategies of NDP with regards 
to rural development and employment creation. It is anticipated that the project will grow and be 
able to localise supply of concrete related products in five years and creating employment for the 
local people in the production sector and the value chain of construction sector. This will ultimately 
results in the growth of Nkonkobe economy and the associated multiplier effects of economic 
growth. 

A pre-feasibility study was undertaken in partnership with geologist from the University of Fort Hare 
to identify potential sites for a Nkonkobe quarry. The establishment of a quarry is meant to 
complement the block making operations in Middledrift by supplying stone aggregate. In addition to 
supplying the block yard the quarry will service the construction sector in Nkonkobe. The pre- 
feasibility study confirmed the existence of adequate reserves of dolerite in the Middledrift area to 
provide crusher dust for the block yard. This confirmation now gives the agency an opportunity to 
start a process to acquire mining and environmental permits for the establishment of the quarry in 
the nevy financial year. 

2.7. Nkonkobe Business Support Centre 

The Nkonkobe Business Support Centre is a critical centre piece of our support for enterprise 
development in the Nkonkobe Municipal area. The centre is a hub of activity servicing members of 
the public and facilitating training for SMMEs, Cooperatives and other enterprises in Nkonkobe, The 
bulk of the work focuses on training and workshops, registration of new businesses with The 
Companies and Intellectual Property Commission of SA (CIPC) and submission of CIPC Annual returns. 
The MTN Foundation funded the start-up costs for the centre. During the year under review the 
MTN foundation was in the process of concluding its funding cycle for the centre. And as a 
consequence NEDA is losing its main funder for the centre. NEDA has taken the responsibility to 
ensure that work of the centre is sustained. During the year under review, the following are some of 
the services that have been provided by the centre: 


SMMEs attending Costing and Pricing 


Business Support Service 

No of beneficiaries 





Quarter 1 

QUi 

arter 2 Quarter 3 

Quarter 4 7 

1. Trainings and 

37 

29 

52 

18 

workshops 





‘ 2. Business advice 

42 w 1 

77:1?/. 


• C-M Ziz. £!'j 

3. Registration of new 

11 

13 

41 

39 

businesses 





l i 4 *. Submission of CIPC 

Wy“ : “77/ 

7 7H/ 


n «>#>?• 7 7i7 

1 ■ Annual Returns 

'*• . ‘ ' . > • •. ■ 


, s 1 \ V • ! ■ 

c/7 . / /i 
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5. Registration of 5 3 3 12 

SMMEs on E- 

filing 


SMME training focused on the following areas: 


Financial Management for SMMEs 


• NHBRC workshop 


Pricing and Costing 


• Governance for cooperatives 


• Record keeping 


• Cement block manufacturing 
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6. ORGANISATIONAL MANAGEMENT AND HUMAN RESOURCES 

REPORT 

6.1 Organisational Structure 


i Board 


| 


CEO 


Corporate & 
Finance Manager 


Finance 

assistant 


General 

Assistant 



| deception i st " 

®. ( vacant^ 

Operations 

Manager 






Projects 

Officer 


ip— 




r~ 


| Engineering 
\ & Planning 
j PM (vacant) 


Business 
Support 
Centre 
! Advisor 


Agric 8c 
Rural Dev 
PM 

1 > 


V J 


i . 

J 


Administrator 


The operations of the Nkonkobe Economic Development Agency are run by the CEO and his staff 
with the Board of Directors exercising oversight. 

6,2 Legislative Framework 

NEDA is governed by the principles of the legislative framework within which it operates. This 
includes adherence to: 

• The Constitution (1996), 

• Local Government: Municipal Structures Act (1998) (MSA), 

• Local Government: Municipal Systems Act (2000), (MSA), 

• Local Government: Municipal Planning and Performance Regulations (2001), 

• Local Government: Municipal Finance Management Act (2003) (MFMA), 

• Local Government: Municipal Systems Amendment Act (2003), 

• Local Government: Municipal Performance Regulations for Municipal Managers and 

Managers directly accountable to Municipal Managers (2006), 

• MFMA Circular 11 (Annual Report Guidelines), 

• MFMA Circular 13 (SDBIP), and 
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MFMA Circular 32 (Oversight Report) 


6.3 Staff 


Levels Male 

Female 


Executive : , 1 • 

■ r \/v : ■' 


Senior 

1 


S Middle Management 2 



Coordination/administration 1 

2 



NEDA staff comprises three females and four males. The CEO position was finally filled towards the 
end of 2012/13. The position of the Receptionist and the Engineering and Project Manager remain 
vacant due to financial constraints. The position of manager operations became vacant during the 
last month of the 3 rd quarter. 

6.4 Staff development 

During the year under review, 40% of NEDA staff underwent training. One staff member underwent 
training in stakeholder mobilisation in order to ensure NEDA stakeholders and partners are brought 
on board in all our projects. Furthermore the same staff member underwent training on natural 
resource management in order for NEDA to streamline environmental sustainability of our 
agriculture and agro-processing programmes. Another staff member underwent training in financial 
management to augment the NEDA's financial management capability. Another NEDA staff member 
underwent training in Project Management to build our capacity in project execution and ensure that 
we are prepared for an increase in the number of projects under implementation. 

NEDA strategy workshop was held and focussed on the supply chain and Human Resources 
Management to ensure that staff are aware of the polies and can also contribute to the 
improvement of working conditions. NEDA continued to partner with the parent municipality on 
trainings focussing on the Supply Chain procedure manuals and other related policies. A further staff 
member is undergoing training in management and administration in order to broaden our projects 
support capacity as our projects portfolio expands. 


Training Institution 

Area of training 

Staff (Male) 

Staff 

(Female) 

Position 

; Fort Hare 

Financial Management 

' - ' v- / 

i 

; Senior, . | 





Management • .1 

Fort Hare 

Project Management 

1 

- 

Middle 

Management 

| Nelson Mandela 

Stakeholder, 

, 1 


Middle j 

j Metropolitan ? 

mobilisation ' 

•; '.V -T-V.-i 

j- ’ • } = 

' Management if 

\ University 




'• t ■-;* • ... 

Secelo Consulting 

Sustainable 

Soil/resource 

management 

1 


Middle 

Management 

; UNISA 

Public Ad ministration 

1 


.. Projects . ; ■ j 

j, : ■’ V' ... 




Coordination . . ; 

South African Planning 
Council (SAPI) 

SPLUMA 



Executive 
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■ Fort Hare 


Project Management Vj 1 



Projects - , •- 1:' i 
Coordination . . • 


6.5 Financial disclosure 


Description (R'000) 

Executive 

Senior 

management 

Middle 

management 

Coordination 

TOTAL 

Salaries and Wages 




■ • W&yw 

■ V: \ •' ; ■ v. : •• V 

Normal 

817 713 

730 683 

720 249 

All 637 

2 741 282 

Leave paid 




3135 

3 135 

Overtime 


- 

■ 


- 

Staff and company 
contributions 

H 

asi 

% . 7- h 

.ow v 1 j 

- r V 


Pensions 

. 

- 

- 

. 

- 

Medical aid 

I/-' J '-X 


20 520 - 

Mm 

64 058 ■ 

Other 

. 

- 

- 

. 

- 

Allowances 



"7 


V ;S. 

Travel and vehicle 

32 897 

15 239 

131432 

4 925 

184 493 

<M phone •;> : v 




’ . V : ui : 9: 

6000 

Other 






Housing benefit 

and allowances 






Loans and 

advances 

_ 

- 

- 

- 

- 

Other benefits and 
allowances 

>;• . •• *.[ ' v 

-;.v 

\')ry/ ^ "fs ,/ 


; ;■ 

Bonus and leave 


- 

- 

. 

- 

Arrears owed to 
municipality, 



[ V;- ■ \ i ■ ' V ' 

-V ? 

u/* V' f, 7 ’ ' 



6.6 Board of Directors 

The NEDA Board of Directors comprises: 

• Ms. F. Maqwati (Acting Chairperson) 

• Mr. M. Pebane 

• Ms. V.V. Nkomana 

• Mr. M. Nyweba 

The Board of Directors oversees NEDA, and:- 
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• Ensures that there is effective, transparent, accountable and coherent corporate 
governance; 

• Conducts effective oversight of the affairs of the Company; 

• Ensures that NEDA and the Municipality comply with all applicable legislation and 
agreements; 

• Communicates openly and promptly with the Municipality, while operating in good 
faith. 

A director must:- 

• disclose to the Board of Directors, and to the representative of the Municipality, any 
direct or indirect personal or business interest that the director or his or her spouse or 
partner may have in any matter before the board, and must withdraw from the 
proceedings of the board when that matter is considered, unless the board decides that 
the director's direct or indirect interest in the matter is trivial or irrelevant; and 

• at all times act in accordance with the Code of Conduct for directors. 

• Issuing a formal warning to the Director; 

• Reprimanding the Director; 

• Fining the Director; or 

• Recommending to the Municipality that the Director be removed or recalled in terms of 
section 93(G) of the Municipal Systems Act. 

• The Board of Directors shall be responsible for the appointment of the Chief Executive 
Officer and other staff members of the company. 

• The Board of Directors shall ensure that the Chief Executive Officer fully reports to it and 
effectively discharges his/her responsibilities as Chief Executive Officer of the company, 
and remains fully accountable to the Board of Directors. 

During the period under review, the Directors attended both normal and special meetings, as 

disclosed below: 


Board 

member 

Term 

Board 

meetings 

attended 

Special 

meetings 

board Director fees 


F Maqwati 

Full year ; ... 

2 • 

' : 4 ; 

sh-:: . 45 620 ; 


M Pebane 

Full year 

2 

4 

31421 


}• MM Nyweba 

Full year 

2 

2 

’ 30147 - : .| 


W Nkomana 

Full year 

1 

1 

21080 
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7.1 Introduction and legislative requirements 

Performance management is a process which measures the implementation of the organisation's 
strategy. It is also a management tool to plan, monitor, and measure and review performance 
indicators to ensure PERFORM ANCE REPORT efficiency and effectiveness and the impact of service 
delivery by the municipality. Therefore, performance management provides the mechanism to 
measure whether targets to meet its strategic goals, set by the organization and its employees, are 
met 

At local government level performance management is institutionalized through legislative 
requirements on the performance management process for Local government. 

The Constitution of the Republic of South Africa 1996, section 152, and dealing with the objectives of 
local government paves the way for performance management with the requirements of an 
"accountable government". The democratic values and principles in terms of section 195 (1) are also 
linked with the concept of performance management, with reference to the principles of inter alia: 

• The promotion of efficient, economic and effective use of resources; 

• The accountable public administration; 

• To be transparent by providing information; 

• To be responsive to the needs of the community; and 

• To facilitate a culture of public service and accountability amongst staff. 

In view of the foregoing, the Municipal Systems Act 2000 (Act 32 of 2000), requires municipalities 
and municipal entities to establish a performance management system. Further, the Municipal 
Systems Act 2000 and the Municipal Finance Management Act 2003 (Act 53 of 2003) requires the 
Integrated Development Plan (IDP) to be aligned to the municipal budget and to be monitored for 
the performance of the budget against the IDP via the predetermined objectives. 

Moreover, Regulation 7 (1) of the Local Government: Municipal Planning and Performance 
Management Regulations, 2001 indicates that "A Municipality's Performance Management System or 
that of its entity entails a framework that describes and represents how the municipality's cycle and 
processes of performance planning , monitoring , measurement ; review , reporting ; and improvement 
will be conducted, organized and managed, including determining the roles of the different role 
players". Performance management is not only relevant to the Agency as a whole, but also to the 
individuals employed in the agency, as well as, the external service providers and the municipality 
through which the entity reports to. This framework, inter alia , reflects the linkage between the 
strategic objectives of the entity, Budget, SDBIP and the individual performance. 
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The Local Government: Municipal Systems Act 2000 (Act 32 of 2000) requires municipalities to 
prepare a performance report reflecting the performance of the municipality during that financial 
year, a comparison of the performance with targets set for and performance in the previous financial 
year and measures taken to improve performance. An attempt has been made to comply with these 
prescripts in terms of the structure and content of the report. It should also be clear, however, that 
the report focuses on the activities regarded as significant for the pursuit and attainment of [the] 
Nkonkobe Economic Development Agency objectives and targets set out in the predetermined 
objectives. 


Key: Snap assessment on likelihood of achieving annual target ■ i : ■ • 


★ 

Annual Target Exceeded , / ; v 


ft 

Meeting target 



Annual target in progress / Proceeding well target will be met 


* 

Under achieving on target. More work is needed 



On Hold /No fund, ng., | |jgg | | jg | | |jjj g|gj | 


7 

• 

Assessment not possible to determine at this stage 



Target under construction /Construction of new Target 



Target to be Revised and or Target Reviewed (motivation to be provided in 
general comments) 
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Capacity Building 




To ensure all employees, are capacitat 

e d to fulfil the NEDA strategy objectives 

KPI 4: INSTITUTIONAL TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT 

SSBJ1S3I 

8y conducting Policy Induction for 

By implementing personal development 

Strategy 

2 Number 
of policy 
induction 
workshops 
to be 

conducted 

All NEDA 
staff to 

have PDPs . 

2 

Ops budget 

R 210 000 

Budget 

RO 

R60 000 

Amount used 

2 (two) policy induction and review 

4 It NEDA staff have POPs, job 

Baseline 2013/14 

2 annual 

Policy 

Induction 

sessions for 

staff 

implements 
tion of 
persona! 
developme 
nt plans 
(PDPs)for all 
staff 

members 

Annual 

Target 


Not 

Achieved 

■ 

Achieved 
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Perform a 

nee 

1 policy 
induction 

and review 

session 

1 (one) PDP 

implemente 

d 

Quarter 4 
Target 

Attendance 

registers, 

Financial 
reports, 
copy of 

course 

content, 

attendance 

registers 

where 

applicable 

Quarter 4 

Audit 

Evidence 


Not 

Achieved 

4 staff 

member 

attended 

(Ms 

Jabane, Mr 
Blayl, Mr 
Dongi, Ms 
Ketv/a) 

Achieved', 

Actual 

Perform an 

ce 

to 

la 

Not 

Achiev 


Target 
s not 

met 

during 

the 

Financ 

ial 

Year 

The 

strategic 

planning 

session 

was held 

and 

replaced 

one 

policy 

session 

because 

the 

strategy 


Reasons 

for 

variances 

Policy 

review 

session 

to be 

held in 

the 2nd 
quarter 
of 

2015/1 

5 

a 

Remedi 

al 

Action 



Achieve 
d or not 
achieved 

M Mali 

M Mali 

In dicat 

or 

Custod 

an 


UJ 

hO 




















KI>A 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


UJ 

OJ 



has 

major 

impUcatl 

onsfor 
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Marketing and communications 

To ensure effective marketing and communication with 


By developing and implementing the necessary communication 
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R 163 536 
R5 000 


NEDA website live, updated website, marketing material developed 
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Governance Oversight 

To promote effective and inspiring governance and efficiency of the 


By holding 4 board meetings 
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R168 000 


i ordinary board meetings and 3 special board meetings were held 
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Nkonkobe Economic Development 

Agency 

Audit Report 



Report of the auditor-generaf to the Eastern Cape 
Provincial Legislature and the Council of the 
Nkonkobe Municipality on the Nkonkobe 
Economic Development Agency 

Report on the financial statements 


Introduction 

1. I have audited the financial statements of the Nkonkobe Economic Development 

Agency set out on pages to .... which comprise the statement of financial position as 
at 30 June 2015, the separate statement of financial performance, statement of changes 
in net assets and cash flow statement and statement of comparison of budget 
information with actual information for the year then ended, as well as the notes, 
comprising a summary of significant accounting policies and other explanatory 
information. 


Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (GRAP) and the requirements of the Municipal Finance 
Management Act of South Africa 2003 (Act no: 56 of 2003) (MFMA), and for such 
internal control as the accounting authority determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my 
audit. I conducted my audit in accordance with International Standards on Auditing. 
Those standards require that 1 comply with ethical requirements, and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor's judgement, Including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity's internal control. An audit also Includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 



5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my audit opinion. 


Opinion 

6. In my opinion, the financial statements present fairly, in all materia! respects, the 
financial position of the Nkonkobe Economic Development Agency as at 30 June 2015 
and its financial performance and cash flows for the year then ended, in accordance 
with SA standards of GRAP and the requirements of the MFMA. 


Emphasis of matter 

7. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Restatement of corresponding figures 

8. As disclosed in note 26 to the financial statements, the corresponding figures for 30 
June 2014 have been restated as a result of errors discovered during 2015 in the 
financial statements of the Nkonkobe Economic Development Agency at, and for the 
year ended, 30 June 2014. 


Report on other tegal and regulatory requirements 

9. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) and 
the general notice issued in terms thereof. I have a responsibility to report findings on 
the reported performance information against predetermined objectives for selected 
objectives presented in the annual performance report, non-compliance with legislation 
and internal control. The objective of my tests was to identify reportable findings as 
described under each subheading but not to gather evidence to express assurance on 
these matters. Accordingly, I do not express an opinion or conclusion on these matters. 


Predetermined objectives 

10. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the following selected objectives presented in the 
annual performance report of the Nkonkobe Economic Development Agency for the 
year ended 30 June 2015: 

• KPA 1: Local economic development 

• KPA 5: Good governance and public participation 

11. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

12. 1 evaluated the usefulness of the reported performance information to determine 
whether it was presented in accordance with the National Treasury's annual reporting 
principles and whether the reported performance was consistent with the planned 
objectives. I further performed tests to determine whether indicators and targets were 
well defined, verifiable, specific, measurable, time bound and relevant, as required by 
the National Treasury's Framework for managing programme performance information 
(FMPPI). 



1 3. I assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 

14. I did not raise any findings on the usefulness and reliability of the reported performance 
information for the selected programmes. 


Additional matter 

15. Although I identified no material findings on the usefulness and reliability of the reported 
performance information for the selected objectives, I draw attention to the following 
matter: 


Achievement of planned targets 

16. Refer to the annual performance report on pages x to x for information on the 
achievement of the planned targets for the year. 


Compliance with legislation 

1 7. I performed procedures to obtain evidence that the Nkonkobe Economic Development 
Agency had complied with applicable legislation regarding financial matters, financial 
management and other related matters. My findings on material non-compliance with 
specific matters in key legislation, as set out in the general notice issued in terms of the 
PAA, are as follows: 

Annual financial statements 

18. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. Material 
misstatements of current assets, and disclosure item identified by the auditors in the 
submitted financial statement were subsequently corrected resulting in the financial 
statements receiving an unqualified audit opinion. 

1 9. The annual return for the year 2014-15 was not filed with the Commissioner of the 
Companies and Intellectual Property Commission, as required by section 33 of the 
Companies Act and prescribed in Companies Regulations 30(1). 


Procurement and contract management 

20, The municipality did not implement an SCM policy as required by section 1 1 1 of 
the MFMA. 

Audit committee 

21. The audit committee did not advise the board of directors on matters relating to the 
adequacy, reliability and accuracy of financial reporting and information, as required by 
section 166(2){a)(iv) of the MFMA. 
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22. The audit committee did not advise the board of directors on matters relating to internal 
financial control and internal auditing and accounting policies, effective governance as 
required by section 166(2)(a) of the Municipal Finance Management Act. 


23. The audit committee did not advise the board of directors on matters relating to 

compliance with legislation, as required by section 166(2)(a)(vii) of the Municipal Finance 
Management Act. 


24. The audit committee did not meet at least four times a year, as required by section 
166(4)(b) of the MFMA. 


Internal control 


25. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
limited to the significant internal control deficiencies that resulted in the findings on the 
financial statements and the findings on non-compliance with legislation included in this 
report. 


Leadership 

26. Although leadership exercised adequate oversight over performance management, 
there was insufficient monitoring and oversight in respect of financial management and 
compliance with laws and regulations, in addition, the leadership did not address and 
monitor all internal control deficiencies that were identified by the external auditors in the 
prior year resulting in recurring findings in the current year. 


Financial and performance management 

27. Management has not adequately reviewed the financial statements prior submission for 
audit purposes, resulting in materia! misstatements being identified during the audit, 
which were subsequently corrected by management. 


28. Management did not put sufficient policies in place to detect non-compliance with laws 
and regulation, as described earlier on this report. 
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Governance 


29. The audit committee and internal audit unit did not take sufficient action to ensure that 
the risks relating to the monitoring and reporting of financial information and compliance 
were addressed. • 



East London 


30 November 2015 



AUf>ITOft~<2£rslEKAl 
SOOTH AFRICA 

Auditing Jo build public confidence 
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n °t submitted to substantiate repairs and maintenance 































MFMA , The municipality did not disclose DarticularsT^SBSBSg 

















































Resource allocation Imbalance to execute the plan, non quorating AC 












































revent unauthorised, irregular and fruitless and wasteful expenditure 























inadequate review of lead schedules. 












































Ineffectiveof Audit C ommittee in strengthenin^hecontro^nvironnrentMhi?^^ ^^^^^^^^^^^^^^^^^^^^^ 
R ecurring findings on financial reporting, per formance reporting and compliance matters were identified during the audit process 
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MUNICIIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) OVERSIGHT REPORT 
ON THE ANNUAL REPORT 2014/2015 


1. PURPOSE 

The purpose of the report is to table before Council the Oversight Report and provide 
comment and recommendations to Council on the Annual Report for the financial 
year ended June 30, 2015, as required in terms of section 129 of the Local 
Government: Municipal Finance Management Act 2003 (Act 53 of 2003). 

2. BACKGROUND 

In accordance with the provisions of Section 79 (1) (a) (b) and (c) of the Local 
Government: Municipal Structures Act 1998 (Act 117 of 1998) a municipality may 
establish one or more committees necessary for the effective and efficient 
performance of any of its functions or the exercise of any of its powers and appoint 
the members of such committee from among its members. Furthermore Section 79 (2) 
of the Municipal Structures Act, 1998 provides the framework and guidelines within 
which such committees of council shall operate. 

During the 2009 Association of Public Accounts Committee (APAC) Conference a 
resolution was taken stating that the Conference supports the establishment of 
Municipal Public Accounts Committees (MPACs) in each municipality in the country 
as part of improving financial management and accountability at local level. 

Thus in order to enhance, promote and consolidate the oversight role of the Council 
over the executive, the Department of Cooperative Governance and Traditional 
Affairs having consulted the National Treasury and SALGA, has instructed that all 
municipalities establish MPACs. The focus of the MPAC will be to assist Council to 
hold the executive to account and to ensure the effective and efficient use of 
municipal resources. 

Section 129 of the Local Government: Municipal Finance Management Act 2003 (Act 
55 of 2003) requires that, “the Council of a Municipality.... by no later than two 
months from the date on which the Annual Report was tabled in Council in 
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terms of section 127 [of the same Act], must adopt an Oversight Report 
containing Council comments of the Annual Report ” 

The 2014/2015 Annual Report was tabled to Council on the 27 January 2016 in 
compliance with Section 127 (2) of the Local Government: Municipal Finance 
Management Act 2003 (Act 56 of 2003) for both Nkonkobe Municipality and its 
entity, Nkonkobe Economic Development Agency (NED A). 

Thereafter, the report was subsequently presented to Municipal Public Accounts 
Committee to consider and make recommendations to Council. 

PROCESS FOLLOWED 

Subsequent to the consideration of the draft annual report by Council in January 27, 
2015, the Accounting Officer made public the Annual Report, and invited the public 
to submit comments with 21 days from the date of the publication. 

The MPAC prepared an oversight programme and made public the dates and venues 
of the public searings of the committee. In considering the Annual Report, the 
Committee assessed the following documents: 

• Nkonkobe Local Municipality Annual Report 2014/1 5 

• Nkonkobe Economic Development Agency Annual Report 2014/1 5 

The Municipal Public Accounts Committee met on the following dates to consider the 
annual report for the compilation of the oversight report: 

On the 8 th of February 2016, the Committee held its preparatory meeting, on the 10 th 
of February 2016 had a meeting with the Mayor and Municipal Manager and on the 
15 th March 2016 had a session with Audit Committee Acting Chairperson. 

Further to that public hearings were held to allow the Mayor to present to public the 
annual report for their comments 



DATE 

VENUE 

TIME 

17/02/2016 

BALFOUR COMMUNITY HALL 

10H00 

18/02/2016 

TRUST NO.2 COMMUNITY HALL 

1OH00 

02/03/2016 

EMAKHUZENI COMMUNITY HALL 

10H00 


REVIEW / ANALYSIS OF ANNUAL REPORT 


2.1 PERFORMANCE MANAGEMENT SYSTEM 

Performance Report was not compiled in terms of section 46 of MSA (i.e. no 
performance of service providers, ii audit committee not part of action plan, iii 
assessment by MM on areas, taxes & service fees, not included on annual report i.e. 
sec 121 MFMA). 

O 

4.2 A UDIT A CTION PLAN 

Audit action plan completed without a member of audit committee, and was not 
checked by audit committee before tabled to council. 


CHALLENGES 

1 . Audit committee recommendations not part of annual report 

2. MPAC road shows do not reach every ward of Nkonkobe, only clustered wards 

3 . Communities does not know difference between MPAC road shows (annual report) 
and IDP road shows 

4. Couldn’t get 2014/2015 report on projects 

5. Couldn’t get these reports although Mayor and MM, promised when interviewing 
them. 

3. LEGAL IMPLICATIONS O 

Section 121 & 129 of the Local Government: MFMA 

Section 46 of the Local Government: Municipal Systems Act, No. 32 of 2000 as 
amended 

4. FINANCIAL IMPLICATIONS 
R16 000.00 
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5. RECOMMENDATIONS 
MPAC RECOMMENDED that: 

1) Council adopts the2014/15Aannual Report with reservations. 

2) Council investigates the fruitless & wasteful, irregular expenditures. 

3) The Mayor approaches the office of the MEC for Cogta to get documentation 
on the expiry of acting period for acting Municipal Manager. 
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Province of the 

EASTERN CAPE 

LOCAL GOVERNMENT 
& TRADITIONAL AFFAIRS 


RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 
IN THE ANNUAL REPORT 


The following is the list of indicators that were agreed upon and on how the performance 
information should be populated:- 


Chapter: Organisati onal Tra n sformat ion and lnsti tuti onal Development - 


Annual performance as per key performance indicators in municipal transformation and 
organizational development 



Indicator name 

Total 

number of 
people 
(planned 
for) during 
the year 

under 

review 

Achievement 
level during 
the year 

under review 

Achievement 
percentage 
during the year 

Comments on 

the gap 

1 

Vacancy rate for all approved 
and budgeted posts; 

435 

268 

62% 

A moratorium was 
issued by the 

MEC not to fill 
vacant positions 
due to the 
amalgamation of 
Nkonkobe and 

Nxuba LM 

2 

Percentage of appointment in 
strategic positions (Municipal 
Manager and Section 57 
Managers) 

5 

4 

80% 




IkaTnva eliqaqambileyc! 




RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 
IN THE DEVELOPMENT OF THE ANNUAL REPORT 



Indicator name 

Total 

number of 
people 
(planned 
for) during 
the year 

under 

review 

Achievement 
level during 
the year 

under review 

Achievement 
percentage 
during the year 

Comments on 

the gap 

3 

Percentage of Section 57 
Managers including 

Municipal Managers who 
attended at least 1 skill 
development training course 
within the FY 

4 

4 

100% 


4 

Percentage of Managers in 
Technical Services with a 
professional qualification 

4 

2 

50% 

Still undergoing 
the registration 

process 

5 

Level of PMS effectiveness 
in the DM - (DM to report) 

The Municipality reviewed and adopted its Performance Management 
System Policy, however the challenge is that the PMS Policy is not 
cascaded to levels below section 56 Managers. The Municipal Manager 
and s56 Managers are compelled by legislation to sign their 
performance agreements within 30 days of commencement of a new 
financial year, so as to agree on their set KPI’s as they will be assessed 
on quarterly through the implementation of the institutional The 
Municipality has a functional performance audit committee which is 
constituted by the members of the audit committee; the two (2) 
committees play a significant pivotal role instigating its mandate. 

6 

Level of effectiveness of PMS 
in the LM - (LM to report) 

7 

Percentage of staff that have 
undergone a skills audit 
(including competency 

profiles) within the current 5 
year term 

Skills Audit were not conducted, only departmental training needs were 
sourced from departments. The challenge with skills audit is the high 
rate of non-submission of skills audit forms to the training department. 

8 

Percentage of councillors 
who attended a skill 
development training within 
the current 5 year term 

ii 

ii 

100% 


9 

Percentage of staff 

complement with disability 


1 

0.3% 

Non-response 
from disabled 

applicants 



RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 
IN THE DEVELOPMENT OF THE ANNUAL REPORT 



Indicator name 

Total 

number of 
people 
(planned 
for) during 
the year 

under 

review 

Achievement 
level during 
the year 

under review 

Achievement 
percentage 
during the year 

Comments on 

the gap 

10 

Percentage of female 

employees 

145 (50% of 
the filled 

positions) 

111 

38.3% 


11 

Percentage of employees that 

are 

aged 35 or younger 


91 

31.38% 


12 

Adoption and implementation 
of HRD Plan including WSP 

Workplace SkiJ 

Is Plan was adopted by Council 


Chapter: Basic Serv i ce de livery performa nce h ighlights (KPA 2) 


Annual performance as per key performance indicators in water services 



Indicator name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target set 
for the FY 

under 

review 

(actual 

numbers) 

Number of 

HH/customer 

reached 

during the 

FY 

Percentage of 
achievement 
during the 
year 

1 

Percentage of 

households with 

access to potable 

water 

Water and 

Sanitation 

services are 

carried out by the 

District 

Municipality, 

Amathofe. 

Furthermore, the 

Local 

Municipality is 
not eligible to 
report on the 
District functions 





2 

Percentage of indigent 
households with 











RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 
IN THE DEVELOPMENT OF THE ANNUAL REPORT 



access to free basic 
potable water 






3 

Percentage of clinics 
with access to potable 

water 






4 

Percentage of schools 
with access to potable 
water 






5 

Percentage of 

households in formal 
settlements using 

buckets 







Annual performance as per key performance indicators in Electricity services 



Indicator name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target set 
for the f. 
year under 
review 
(actual 
numbers) 

Number of 

HH/customer 

reached 
during the 

FY 

Percentage of 
achievement 
during the 
year 

1 

Percentage of 
households with 
access to electricity 
services 

9437 

117 

60 

70 

60% 

2 

Percentage of indigent 
households with 

access to basic 

electricity services 

5666 

1245 

800 

800 

64% 

3 

Percentage of indigent 
households with 

access to free 
alternative energy 

sources 

946 

NIL 

946 

946 

100% 


Annual performance as per key performance indicators in sanitation services 



RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 


IN THE DEVELOPMENT OF THE ANNUAL REPORT 



Indicator name 

Total number 

of 

household/cus 

tomer 
expected to 
benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

Number 

of 

HH/custo 

mer 

reached 

Percentage 

of 

achieveme 
nt during 
the year 

1 

Percentage of 
households with 

access to sanitation 

services 

Water and 

Sanitation 

services are 

carried out by 
the District 

Municipality, 
Amathole. 

Furthermore, 

the Local 

Municipality is 
not eligible to 
report on the 
District 

functions 





2 

Percentage of indigent 
households with 

access to free basic 

sanitation services 






3 

Percentage of clinics 
with access to 

sanitation services 






4 

Percentage of schools 

with access to 

sanitation services 








Annual performance as per key performance indicators in road maintenance services 




Indicator name 

Total number of 

Estimated 

Target 

Number of 

Percentage 



household/customer 

backlogs 

set for 

HH/customer 

of 



expected to benefit 

(actual 

the f. year 

reached 

achievement 




numbers) 

under 

during the 

during the 





review 

(Actual 

FY 

year 




RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 
IN THE DEVELOPMENT OF THE ANNUAL REPORT 






numbers) 



1 

Percentage of 

households without 
access to gravel or 
graded roads 

28 256 

1414km 

6km 

6km 

100% 

2 

Percentage of road 
infrastructure 
requiring upgrade 

3564 

182.82km 

6km 

1.5km 

25% 

3 

Percentage of 

planned new road 
infrastructure 
actually constructed 

40% 

60% 

3.6km 

3.6km 

60% 

4 

Percentage of 

capital budget 

reserved for road 
upgrading and 

maintenance 
effectively used. 

3564 

R2 832 906 

6km 

1.5km 

25% 


Annual performance as per key performance indicators in waste management services 



Indicator name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

thef. 

year 

under 

review 

Number of 

HH/customer 

reached 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage of 
households with 

access to refuse 

removal services 

7875 

150 

n/a 

7875 

100% 

2 

Existence of waste 
management plan 

The integrated Waste Management Plan is currently at a draft phase, 
however the Municipality appointed a service provider (GIBB Consulting) to 
develop the plan. The plan underwent the policy induction phases and was 
submitted to the MEC for DEDEAT for comments. Once the MEC comments 
on the IWMP, the municipality will adopt and implement the plan 




RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 


IN THE DEVELOPMENT OF THE ANNUAL REPORT 

Annual performance as per key performance indicators in housing and town planning 
services 



Indicator name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(Actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

Number of 

HH/customer 

reached 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage of 
households 
living in informal 
settlements 

182 

182 

182 

0 

0% 

2 

Percentage of 
informal 

settlements that 

have been 
provided with 
basic services 

182 

182 


182 

100% 

3 

Percentage of 
households in 
formal housing 
that conforms to 

the minimum 
building 
standards for 

residential 

houses 

0 

182 

182 

0 

0% 

4 

Existence of an 
effective indigent 
policy 

The municipality is having a responsibility to ensure that all indigent households 
within Nkonkobe jurisdiction have access to free basic services (FBS). The 
adopted indigent policy, whose aim is to alleviate poverty in disadvantaged 
communities by providing free basic electricity (of at least 50 kWh per month), 
and [the] solid waste management (100% subsidy to indigent households), was 
useful and necessary for the successful implementation of the programme. The 
consistent application of the indigent policy has enabled the municipality to 
provide free basic service to 100% of the registered indigent households in its 
indigent register. 


Existence of an 
approved SDF 

The formulation of the Spatial Development Framework [SDF] is a legal 
requirement, in which, every Municipality must adhere to as part of the 

Integrated Development Planning processes as per Section 26 of the Municipal 




RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 
IN THE DEVELOPMENT OF THE ANNUAL REPORT 




Systems Act. It is the principal instrument for accelerative planning and decision 
making on land development in the entire Municipal area. This framework was 
reviewed and adopted by Council in 2010, and it identifies certain structuring 
elements, such as nodal points, corridors to guide forthcoming planning in 
Nkonkobe Local Municipality. The municipality adopted its SDF for the financial 
year 2014/ 2015, and is in process of reviewing in line with the SPLUMA 
Regulations 

6 

Existence of 

Land Use 
Management 
System (LUMS) 

The Land Use Management System is in place with Zoning as well as the Land - 
Use Scheme for Seymour, Fort Beaufort, Alice as well as Middledrift are in 
place, there is a GIS based system developed with the help of Amathole 
Municipality in place, which provides all the necessary Spatial information that 
assist in Land Use management, furthermore the is a process of reviewing the 
information on the GIS system with the ongoing Land Use survey with the main 
aim of identifying zoning violations, so that the municipality can come up with 
ways of addressing them 


SH Ait^TE^ MU N IC I P AL XOC^AL 
(KPA3) 


ECONOMIC DEVELOPMENT FF^M EWOlRK-i 


Annual performance as per key performance indicators in LED 



Indicator name 

Target set 
for the 

year 

Achievement 
level during the 
year (absolute 
figure) 

Achievement 
percentage during the 
year 

1 

Existence of LED unit 

12 

9 

75% 

2 

Percentage of LED Budget spent 
on LED related activities. 

2 205 000 

1 661 853,40 

75% 

3 

Existence of LED strategy 

The LED strategy which is aligned to the IDP is in place. 
The LED strategy was adopted in May 2012. The strategy 
will be reviewed in the next financial year. 

4 

Number of LED stakeholder forum 
meetings held 

4 

4 

100% 

5 

. 

Plans to stimulate second economy 

The informal traders were identified by the LED unit during 
the year under review, furthermore an informal traders forum 
was establish to strengthen the second economy. A budget 
was set aside to build hawker stalls for the current financial 
year, however there were financial constraints experienced 



RE: REQUEST FOR THE CONSIDERATION OF KEY PERFORMANCE INDICATORS 


IN THE DEVELOPMENT OF THE ANNUAL REPORT 



Indicator name 

Target set 
for the 

year 

Achievement 
level during the 
year (absolute 
figure) 

Achievement 
percentage during the 
year 



by the Municipality. 

6 

Percentage of SMME that have 
benefited from a SMME support 
program 

40 local SMME’s benefited from local procurement to supply 
and delivery. 

7 

Number of job opportunities 
created through EPWP 

There were 299 jobs created through LED initiatives and 
EPWP 

8 

Number of job opportunities 
created through PPP 

120 temporal jobs were created through PPP (LED Projects, 
CBP and Co-ops) 


fcKapter: MUNICiPAL FINANC p^L^/iBijC ilnif^ ANgKN^ M E Nf (K P A 


Annual performance as per key performance indicators in financial viability 



Indicator name 

Target set for 
the year R(000) 

Achievement 
level during 
the year 

R(000) 

Achievement 
percentage during 
the year 

1 

Percentage expenditure of 
capital budget 

R 45 617 

R 38 387 

84% 

i 


Target set for 
the year (35%) 
R(000) 

Achievement 
level during 
the year 

R(000) 

Achievement 
percentage during 
the year vs the 
operational 
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budget 

2 

Salary budget as a percentage 
of the total operational budget 


R 99 798 

39% 



Target set for 
the year (20% or 
less) R(000) 

Achievement 
level during 
the year 

R(000) 

Achievement 
percentage during 
the year vs the 
actual revenue 

3 

Trade creditors as a 
percentage of total actual 

revenue 


R 81 186 

32% 



Target set for 
the year (80% 
and more) 

R(000) 

Achievement 
level during 
the year 

R(000) 

Achievement 
percentage during 
the year 

4 

Total municipal own revenue 
as a percentage of the total 
actual budget 

R83,973,262 

R75,1 47,676 

89% 

1 


Target set for 
the year R(000) 

Achievement 
level during 
the year 

R(000) 

Achievement 
percentage during 
the year 


Rate of municipal consumer 
debt reduction 

45% 

35% 

35% 

H 

Percentage of MIG budget 
appropriately spent 

R 32 147 

R 25 972 


1 

Percentage of MSIG budget 
appropriately spent 

R 934 

R 934 

100% 

8 

AG Audit opinion 

Unqualified 

Qualified 

Qualified 

9 

Functionality of the Audit 
Committee 

4 

4 

100% 

10 

Submission of AFS after the 
end of financial year 

Achieved 

Achieved 

Achieved 
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Chapter: GOOD GOVER NANCE 


No 

Indicator name 

Target set for 
the year 

Achievement 
level during the 
year (absolute 
figure) 

Achievement 
percentage during 
the year 

1 

% of ward committees 
established 

210 

210 

100% 

2 

% of ward committees that 
are functional 

210 

176 

84% 

3 

Existence of an effective 
system to monitor CDWs 

There are good working relations with CDWs as they attend 
ward meetings and submit reports to the Office of the 
Speaker and they are active in municipal activities like IDP 
Rep Forums and Roadshows 

M 


There is a draft IGR strategy/policy in place. The document is 
awaiting council adoption. 

1 

Effective of IGR structural 
meetings 

IGR meetings seat on a quarterly basis, and have been 
extended to community participation. In the current financial 
year one meeting sat and one did not due to unforeseen 
circumstances. The next meeting for Quarter 3 is due to sit in 
March. 

6 

Existence of an effective 
communication strategy 

The communication strategy was adopted by council in 2012 
and is due for review in 2017 or after the local government 
elections; whichever comes first. 

7 

Number of mayoral imbizos 
conducted 

1 

1 

100% 

8 

Existence of a fraud 
prevention mechanism 

This committee integrates fraud related activities and risk 
management mechanisms in order to ensure a preventative 
and proactive approach are taken in dealing with a risk prune 
environment. The Fraud Risk Policy approved by council with 
the Terms of Reference of the committee but implementation 
and its functionality has been stifled by a lack of a risk incline 
environment. As part of the Enterprise Risk Management 
(ERM), it is the responsibility of the Accounting Officer / 
Authority to establish structures to address the threat of 
fraud. Fraud prevention is placed under the oversight of 
Fraud Risk Management Committee (FRMC) which reports to 
the Audit Committee (AC) on risk management matters. 


It should also be noted that in November 2013 a circular letter was written to all municipal managers 
requesting them to consider incorporating these above key performance indicators to enable the 
annual reports to reflect on the performance information. Unfortunately this has not been considered 
and this resulted in the annual reports of municipalities lacking crucial performance information. 


As the political head of the department I wish to request your good selves to pay close attention to the 
quality of the information that is provided in the reports before the adoption of annual reports. I also 
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wish to draw your attention to the fact that these reports are the basis for me and the Minister to 
develop quality consolidated reports on the performance of municipalities within a financial year as 
stipulated in sections 47 and 48 of MSA respectively. 

RECOMMENDATION 

It is recommended that when municipalities develop their annual reports in accordance with circular 63, 
they should also consider reflecting performance information based on the indicators as advised herein. 

I humbly all Executive Mayors and Mayors request as political leaders in the local space, to ensure 
before signing off the annual reports, that these reports contain the information required in terms of the 
Key Performance Indicators. 



